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territory could be next victim of Asian currency crisis 


WORLD NEWS 

Dutch in court 
battle to back 
Ell policy over 
food imports 

Th e Dutc h government hopes to 
overturn a national court ruling 
which prevents it co-operating in 
the E u ropea n Onion’s planned 
retreat from a policy 01 favouring 
imports from present and former 
Caribbean colonies. Page 16; 
Dutch sugar ruling, Page 8; 
Netherlands survey, separate 
section 

Cfinton call to cut emissions; 

President BUI Clinton came 
under attach over a can for 
greenhouse gas emissions to be 
brought down to 1990 levels over 
the next 15 years. US industrial- 
ists called the proposal excessive. 
The European Union called it too 
modest Page 16 

Cheap repairs hope boosted: 

Prospects of lower-priced car 
parts and repairs in the Euro- 
pean Union were boosted when 
the European Parliament voted 
to allow independent co mpanies 
to c ontin ue making and selling 
spares and carrying out car 
repairs. Page 2 

Serbia facing deadlocks 

Serbia could be hit by prolonged 
political deadlock after opposi- 
tion Democratic party leads: 

Zoran Djindjic said be would boy- 
cott elections. Page 4 

Fast-track tacos slowdown: 

President Clinton's bid for new 
“fast-track” trade negotiating 
authority appeared in double as 
apian to push the legislation 
through the Senate hit proce- 
dural difficulties. Page 7 

Crooks resist pay poDey: 

Greek unions wiD use a 24-hour 
general strike to put pressure on. 
the government to ease its 
income policy. Page 4 

Big fall fan UK rebd spending: 

Spending in British shops suf- 
fered its biggest one-month fall 
for six and a half years in Sep- 
tember, as the death of Diana, 
Princess of Wales, disrupted the i 
nation’s shopping habits. Page 9 i 


Mm Hast Injures IB: 

A landmine detonated by sus- 
pected Tamil Tiger rebels injured 
at least 18 people on a bus in 
eastern Sri Lanka. 

hMfian cabinet IMnrtK 

The Indian cabinet decided to 
reverse its earlier decision to 
seek the dismissal of the Hindu 
nationalist government in the 
northern state of Uttar Pradesh, 
the Press Trust of India said. 

CD rtaq *bo— tad nao- Nacto *: 

German police said they had 
arrested three men on suspicion 
of being part of a ring making 
pirated compact discs that helped 
finance neo-Nazis in Germany 
and Denmark. Digital hunt for 
video pirates. Page 8 

Robot to operate soon: 

What is claimed to be the world’s 
first operating theatre robot has 
been developed at Humboldt Uni- 
versity medical school, Berlin. 
The robot nicknamed “Otto", 
could be in use within a year. 

UK computer to m b’ ignored: 

Most small and medium-sized 
Bri tish companies have computer 
systems susceptible to the “mil- 
lennium bomb" but few have 
taken steps to tackle the prob- 
lem, says a Department of Trade 
and Industry study. Page 8 


BUSINESS MEWS 

MCI opens talks 
with bidders 
toward forming 
telecoms giant 

MGL the US group at the centre 
of one of the most dramatic take- 
over straggles in telecommunica- 
tions history, will today begin 
formal talks in the US with its 
three competing suitors, World- 
Com, GTE and British Telecom- 
munications. Page 16 

Frankfurt’s chances of 
dominating the futures market 
for long-term government bonds 
improved as its market share of 
Europe’s most liquid instrument 
rose above London’s for the first 
time. Deutsche TerminbOrse said 
it had traded 52 per cent of total 
activity on Tuesday in German 
10-year bonds. Page 16; Bonds, 
Page 22 

Asian electronics groups reacted 
angrily to a European Commis- 
sion decision to impose anti- 
dumping duties of up to 89 per 
cent on imparts of personal fax 
machines from Japan and six 
other Asian countries. Page 8 

Investment hankers are working 
on a $2bn issue of shares in SGS- 
Th omm n Microelectronics, the 
Franco-Italian semiconductor 
manufacturer, representing 
about 17.4 per cent of the market 
value of the group. Page 17 

Sella, the Flench tobacco group, 
and its state-controlled Spanish 
counterpart Tabacalera unveiled 
plans for a strategic alliance 
which would enable them to join 
forces in international marketing 
and acquisitions. Page 20 

Francois Pinault, the Breton 
fiwflnnipr abandone d his 
attempts to buy Warms & Cam- 
, pagnte, apparently leaving the 
path clear for a friendly takeover 
by the conglomerate's leading 
investors. Page 17 

SAP, the German business 
software group, surprised inves- 
tors with strong sales and profits 
growth in the third quarter and 
said it had brought forward its 
planned launch of shares on a US 
stock exchange to the third quar- 
ter next year. Page 17 

Autoliv, the Swecttsh-US supplier 
of car airbags and seatb elt s, dis- 
appointed investors by reporting 
third-quarter pre-tax profits down 
from $62.4m to $6L5m. Page 20 

Volkswagen, Germany's leading 
carmaker, said it expected to put 
at least one of two developing 
luxury models into production by 
2000 as it challenges Mercedes- 
Benz in that market Page 20 

PotyGram, Dutch entertainment 
group, reported a 21 per cent 
increase in third-quarter net 
income, to FI 85m ($42-3m), 
despite the sluggish state of the 
global music market Page 20 

Australia’s dollar sank to its 
lowest level against the US d ollar 
in two-and-a-half years, from 
72 j 84 US cents to 7122, after a 
warning by Goldman Sachs, the 
US investment bank, of an eco- 
I nomic “shock" as a result of the 
currency and economic crisis in 
south-east Asia. Page 5 

South Korea said it would 
nationalise troubled Kia Motors 
and sell its truck division. The 
action, a reversal of a decision 
not to rescue the vehicle maker, 
was rejected by Era’s manage- 
ment and brought a strike threat 
from trade unions. Page 17 


Hong Kong 
in turmoil as 
stocks fall 
another 6% 
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By John Ridding and Louse 
Lucas in Hong Kong and 
Edward Mortimer in London 

Hong Kong's stock market fell 
more than 6 per cent yesterday, 
accelerating a rout this week as 
concerns mounted that the terri- 
tory could fan victim to the cur- 
rency crisis that has swept east 
Asia. 

As Hong Kong's fall shook 
Asian markets and the shares of 
UK companies exposed to the 
region. Tung Chee-hwa, the terri- 
tory’s post-colonial leader, vowed 
to keep the currency pegged to 
the US dollar. He conceded that 
this would mean higher interest 
rates. The prospect shook inves- 
tor confidence. Money market 
interest rates rose sharply and 
the Hong Kong dollar came 
under pressure. 

The fall in share prices, the big- 
gest this year, sent the bine chip 
Hang Seng index to a 13-month 
low and a combined decline of 14 
per cent so Car this week. 

Other Asian markets felt the 


tremor. Shares in Taiwan fell 
over 2 per cent before regaining 
ground, while Malaysia's bench- 
mark index dosed 3J per cent 
down on the day. Only Japan and 
South Korea remained unshaken. 
Seoul investors were buoyed by 
news of a government rescue 
plan for troubled Kia Motors. 

fiMna t n cut nrtnwe - Pag** * 

Chilled by an 9 wind Page 15 

Itw .. Pay 16 

Currency hang-ups Page 19 

r«irrenetea Pay 23 

World stocks Page 34 


In London, fans in the three 
most sensitive Hong Kong stocks 
- HSBC Investment Bank, Stan- 
dard Chartered and Cable and 
Wireless - accounted for 19.5 
points of the FTSE loo’s 77.1 
point decline to 5.148A 
“There is no confidence out 
there,” said Archie Hart, director 
of equities at BZW (Asia). “Our 
machines are full of sells and not 
too many buys." 







Yawning realisation: a Hong Kong trader takes a relaxed view of the biggest fall in the Hang Seng index 
this year. The blue-chip index has suffered a combined decline of 14 per cent this week. pem iwn 


Until this week. Hong Kong 
had been seen as largely imm une 
to the selling pressure that has 
hit other Asian currencies over 
the past four months. The Hong 
Kong dollar is the last currency 
in the region to remain pegged to 
the dollar. The territory's 
strength, as Mr Tung repeated 
yesterday during his first visit to 
London since Hong Kong's return 
to China in July, was due to its 
“very good" fundamentals. 

“We have huge fiscal reserves, 
huge foreign exchange reserves, 
and a budget surplus in nine out 
of the last 10 years. That will 
continue in the future,” he said. 

While analysts said the Hong 
Kong dollar was in a much stron- 
ger position to wi thstand assaults 
than other regional currencies, 
investors fear the impact of 
higher interest rates on the prop- 


erty and banking sectors, the 
twin pillars of the territory's 
economy. 

Hong Kong's peg to the dollar, 
set at HKS7.80 since it was estab- 
lished in 1983, has proved an 
important support for confidence 
through the territory's return to 
Chinese sovereignty in July. 

Donald Tsang. Hong Kong’s 
financial secretary, yesterday 
defended the peg. “There is no 
political or economic need for us 
to disband the peg,” he said. “The 
Hong Kong dollar r emains rock 
solid. We have US$80bn in 
reserves and no debt" 

Currency traders said they saw 
signs of speculative activity 
against the Hong Kong dollar, 
which slipped to a support level 
of HKS7.75. “We have seen sub- 
stantial purchases of currency 
forwards against the Hong Kong 
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dollar over the past few days," 
said one trader. 

China-backed shares continued 
to dive, prompting gloomy pros- 
pects for the Hong Kong debut of 
China Telecom today. 


Clinton move on Boeing hit by production costs 

PrP^nhniKP OQCPC Kard Vaa MImt ite Bm^Dmon common commoner . 

yesterday ordered an inquiry after Delta Air Lines of the US said it 
Boeing of the US said yesterday had appointed Boeing its exclusive aircraft supplier for 20 years, 
W 9 Al* "W "9 at/\ that its inability to meet surging writes Michael Skapinker. Boeing this summer agreed to drop the 

1 1§ I I r fr* demand . for new aircraft had exclusivity clauses from three supply agreements with US airlines. 

■ b b wky "AAAWA M. M.M- niichnri it into i«s in tho third The agreement to drop the clauses was one of the conditions Mr Van 

Miert had imposed In return for EU approval of Boeing’s takeover of 
McDonnell Douglas, also of the US. Report, Page 8 


By Bruce dark in Washington 

President Bill Clinton called 
yesterday for a reduction in the 
emissions of greenhouse gases, 
produced mainly by fossil fuel 
burning, to 1990 levels over the 
next 15 years. 

The proposal, which will define 
Washington's position in forth- 
coming negotiations on climate 
c han ge, was ' described as exces- 
sive by US industrialists, while 
the European Union called it too 
modest 

Mr Clinton, caught between 
domestic lobby groups and his 
own belief that climate change 
presents a deadly threat to the 
planet said countries should be 
allowed to meet the stabilisation 
target between 2008 and 2012. He 
also announced a wide-ranging 
list of incentives to US industry 
to reduce reliance on coal and oil 
through energy efficiency and 
greater use of renewable sources 
of power. The proposal is much 
more cautious than the EU's call 
for the output of greenhouse 
gases to fall 15 per cent below 
1990 levels by 2010. It also falls 
well short of the president's own 
suggestion four years ago that 
emissions might be stabilised by 
the end of the century. 

Mike McCurry. the White 
House spokesman, said Mr Clin- 
ton had not anticipated, when he 
made his Initial statement, how 
fast US industrial output would 
grow. Any attempt to stabilise 
emissions by 2000 “would most 


likely wreck the world economy”, 
he added. 

The US Senate Energy commit- 
tee immediately made clear that 
there would be no question of 
ratifying an accord on climate 
change, which may emerge from 
the forthcoming UN conference 
in Kyoto. Japan, unless develop- 
ing countries also made firm 
pledges to limit their emissions. 

“American consumers and 
workers will pay dearly for the 
[president’s] proposal,” said an 
of fi cial familiar with the panel’s 
thinking, who added that Mr 
Clinton's plan might require a 
carbon consumption tax of up to 
$50 per ton. The Senate has 
opposed even a modest carbon 
tax. 

Dale Heydlauff, a vice-presi- 
dent of American Electric Power, 
said stabilising emissions by 2010 
could cost the sector up to $9bn. 

In Brussels Rift Bjerregaard, 
EU environment commissioner, 
said she was disappointed with 
the “very weak level” of US 
ambition. “This is not an ade- 
quate response to the global , 
problems of climate change.” The 1 
EU feels the US Is reneging an I 
commitments made at the earth 
summit in Rio de Janeiro in 1992 
when it agreed with other 
nations to stabilise emissions at 
1990 levels by 2000. 

Additional reporting by Michael 
Smith in Brussels 

UK government to push wave 
and wind power, Page 10 


By Michael Ska pinker in London 
and Daniel BdgJer In New York 

Boeing of the US said yesterday 
that its inability to meet surging 
demand . for new aircraft had 
pushed it into loss in the third 
quarter and would reduce its 
earnings next year. 

Boeing, the world's biggest air- 
craft maker, has been struggling 
for several months to increase its 
output to meet what it calls “the 
steepest production increases 
since the dawn of the jet age". 

Philip Condi t, chairman, said 
the company would take a $1.6bn 
charge in the third quarter, 
results of which will be 
announced tomorrow. He said 
the disruption would cost Boeing 
a further $lbn next year. The 


company has taken on an extra 
14,000 staff over the past year to 
try to meet its production 
targets. 

Boeing's attempt to increase 
production to 43 aircraft a month 
by April, compared with 1&5 a 
month last year, has been 
hampered by shortages of staff, 
raw materials and components. It 
has suspended production of its 
747 and 737 models for a month 


in an attempt to catch up. The 
Boeing 747 is the world's largest 
civil aircraft and has 6m parts. 

Analysts expressed surprise at 
the cost of the production diffi- 
culties and the third quarter loss. 
They had been expecting earn- 
ings per share of 45c for the 
quarter. Joseph Campbell, an 

Continued on Page 16 
Lex, Page 16 


The sky’s the limit 
for airline travellers, 
courtesy of Collins 









NEWS: EUROPE 


Hopes boosted for cheaper car parts and repairs 

„ _ . •*- nwnere in the EU spend about EcuSS 


By Emma Tinker In Strasbourg 


Prospects of lower prices for car parts 
and repairs in the European Union 
were boosted yesterday when the Euro- 
pean Parliament backed a proposal to 
open the market to competition. 

A parliamentary amendment, voted 
by an overwhelming majority, reversed 
a Council of Ministers proposal for an 
EU-wide law that could have given car 
manufacturers a monopoly over the 
Supply of Spare body parts. 

MEPs voted to allow independent car 
spare parts and repairs companies to 


European Parliament reverses Council plan to give monopoly to carmakers 


continue producing; and s e lli n g spare 
parts and carrying out car repairs 
throughout the EU. The move flies in 
the face of a Council decision to leave 
the market far car spares Augmented 

along national Unas 

The Council must now decide 
whether to adopt the amendment, 
which forms part of a wider draft EU 
law aimed at harmonising the legal 
protection of industrial design. 

Different countries have different 


rules concerning the design protection 
given to car spare parts such as bum- 
pers, bonnets, wings, windscreens and 

la fl jpa- 

Britain, for example, does not protect 
spare parts and has encouraged the 
growth of an independent supplies 
market By contrast all car parts are 
protected in France and only the origi- 
nal manufacturers are entitled to 
replace damaged or stolen parts. Other 
member states fall between the two. 


In order to create a single market the 
Commission proposed a “repairs 
clause" which would have made it pos- 
sible far independent suppliers to oper- 
ate y*!! anywhere in the.EU, but 
only after paying a “fair and reason- 
able" royalty to the original car manu- 
facturer as compensation for its invest- 
ment in the design of the spare part. 

Motoring organisations, consumer 
groups and insurance companies 
backed the move, believing it would 


lower the price of spare 
Europe. However, carmakers 
It arguing it was only fair they should 
receive protection against the repro- 
duction of car spare parts, who se 
design requires time and mvestaent 
They also said opening up the market 
to independents would compromise 
safety. 

According to the European Cam- 
paign for the Freedom of the Automo- 
tive Parts and Repair Market vehicle 


owners in the EU spend aboutEm^Sto 
rjlOObn) on repairs every y^ “ 
which about £cu44bn is the cost of 

SP A?itef£t consideration of the draft 
law the Council opted to allow 

Stes to establish their own rules, ms 

Seant parts made family in onemem- 
Estate could be refused access to 
another member state. _- _ 
Yesterday's amendment byite 
ment reinstates 

the Council does not accept it,itepro 
posal will go to conclliatioii between 
^eCouncfl and the Parliament 


Chernomyrdin tipped for president 


By John ThomhlB 
in Moscow 


Boris Yeltsin, Russia's 
president yesterday heaped 
praise on his prime minister, 
Victor Chernomyrdin, for 
helping to resolve a confron- 
tation with parliament after 
the Communist party 
dropped a no-confidence 
motion against the govern- 
ment. 

“I applaud Victor Cherno- 
myrdin in connection with 
the Duma’s removal of the 
no-confidence question," 
said Mr Yeltsin, who earlier 
this year had chided his 
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prime minister for his seem- 
ing reluctance to embrace 
radical reform. 

Mr Chernomyrdin won 
plaudits from the president 
and parliament for calming 
the latest clash over eco- 
nomic policy by agreeing to 
consult MPs more folly in 
the future. 

The recent turn of events 
completes a striking trans- 
formation in Mr Chernomyr- 
din's reputation, putting him 
back at the centre of the 
Russian political stage and 
sparking speculation he may 

succeed Mr Yeltsin in 2000. 

It was previously thought 
Mr Chernomyrdin had been 
largely marginalised by Ana- 
toly Chubais and Boris Nem- 
tsov, the two first deputy 
prime ministers, who had 
been busy setting the gov- 
ernment's reformist agenda. 

The Nezavisimaya Gazeta 
newspaper said Mr Cherno- 
myrdin bad become “candi- 
date number one for the post 
of Russian president in the 
year 2000”, commanding 
respect across the political 
spectrum. In an interview 
with the influential Itogi 
television programme on 
Sunday night, Mr Cherno- 
myrdin did little to deny his 
presidential ambitions, 
though he refused to state 
them explicitly. 

Mr Chernomyrdin’s renais- 
sance could lead to a soften- 
ing of the most radical edges 
of the government's reform 
programme. One of the big- 
gest battles is likely to be 
over the new tax code, which 
Mr Yeltsin offered to with- 
draw from parliament for 
further revision. 

Mr Chubais, who argues 


adoption of the tax code is 
critical for next year’s bud- 
get, said a joint government 
and parliamentary commis- 
sion decided yesterday not to 
withdraw the code from par- 
liament, and press ahead 
with its second reading. 

Andrei Illarionov, head of 
the Institute of Economic 
Analysis, said there was a 
possibility a better tax code 
could yet result from the 
present talks. “There is no 
guarantee but this could 
prove a victory for the gov- 
ernment if the liberal depu- 
ties can make improve- 
ments," he said. 

Mr Chernomyrdin's vir- 
tues as a «t na»rtai«mw»Mng 
politician have been high- 
lighted during the govern- 
ment's latest skirmish with 
parliament As a former cen- 
tra] committee member of 
the Soviet Communist party, 
Mr Chernomyrdin has per- 
sonal ties with many of the 
present Communist party 
leaders. He is also the leader 
of the Our Home is Russia 
movement, which forms the 
second biggest faction in 
parliament. 

As the ex-head of Gaz- 
prom, the giant gas monop- 
oly, Mr Chernomyrdin also 
commands the respect of the 
country's business leaders, 
who control much of the 
media and have been seek- 
ing to boost his influence. 

But while the political 
elite in Moscow may be sing- 
ing Mr Chernomyrdin’s 
praises, it is not clear the 
rest of the country is simi- 
larly minded. Opinion polls 
show Mr Chernomyrdin has 
the support of just 2 per cent 
of the population. 


CONTRACTS & TENDERS 



MEPs go on 
the attack in 


chocolate war 


By Emma Tucker 



J 



A Communist supporter keeps the flag flying outside the Duma yesterday despite his party 
backtracking on a no-confidence motion in the government Inset: Victor Chernomyrdin 
has won praise from Boris Yeltsin for defusing the row over economic policy aa> 


A proposal to allow 
British-style chocolate con- 
taining vegetable fat to be 
sold throughout the Euro- 
pean Union was attacked by 
MEPs yesterday, with sup- 
porters of “pure" chocolate 
leading the offensive. 

MEPs from Belgium, the 
Netherlands and France, 
where chocolate producers 
use only cocoa butter, tried 
to delay the adoption of a 
proposal from the European 
Commission that would 
allow all types of chocolate - 
with or without vegetable fat 
- to be sold as chocolate in 
every EU country. 

They argue that under the 
proposed system there would 
be no way of stopping big 
chocolate producers from 
going beyond the permitted 
5 per cent level, since there 
j is no accurate way of mea- 
suring the amount of vegeta- 
ble fats other than cocoa 
, butter used in chocolate. 

But the champ ions of pure 
chocolate are also fundamen- 
tally opposed to the use of 
vegetable fat in chocolate. 

The vote on the parlia- 
ment’s amendments will 
take place today. A simple 
majority is required for the 
amendments to be adopted. 

Yesterday's offensive was 
the latest chapter in a choco- 
late battle that has been rag- 


ing ever since the UK, 
Ireland and Denmark joined 
the EU in 1973. 

Until then chocolate in the 
ori ginal member states 
was made using only cocoa 
butter. 

The new entrants were 
granted exemptions from the 
rules, allowing them to con- 
tinue using other vegetable 
fats for up to 5 per cent of 
the total weight of the choco- 
late. However, the export of 
such chocolate was banned 
across the EU. Similar 
exemptions woe granted for 
Portugal, Austria, Finland 
and Sweden, where vegeta- 
ble fat is also used, when 
they joined. 

The Commission wants to 
change the rules to create a 
genuine single market in 
chocolate. At present, a Brit- 
ish subsidiary manufactur- 
ing chocolate in a “pure" 
chocolate country has to 
respect its chocolate rules. - 

Defenders of pure choco- 
late are supported by devel- 
oping nations which supply 
cocoa butter and argue 
changes to the status quo 
will damage their exports. 
Alain Gauze, minister for 
raw materials from the Ivory 
Coast, said: “If we are not 
careful the building of 
Europe will consider the 
requirements of the wnlfina. 
tionals over those of develop- 
ing natfnns and consumers”. 
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VENTURE FORUM EUROPE ’97 


3-5 December 1997, Hotel InterContinental, London 


The growth and maturation of European private equity fa attracting increasing attention from investors 
worldwide. Venture Forum ’97 provides industry specialists with an import an t opportunity to increase 
their understanding of the European venture capital marketplace. ... 
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NEWS: EUROPE 


news digest --■ S ocialist members of finance commission discreetly force central bank towards greater openness 

eu told not to Leftwingers take on Bank of France 

,|| By Robert Graham in Paris explanation of a recent in monetary matters, justification for the rate understood to have bank’s independence; but we 

jL - ' «/ MT interest rate increase. The meeting initially took increase. consulted lawyers about the do need to hear the bank’s 


Squabbling over costs should not be allowed to paralyse 
the European Union's historic expansion beyond -the old 
Iron Curtain, two EU leaders said yesterday. Jacques 
Santer. Commission president, said the 15 member 
countries should not view expansion solely in terms of 
what they pay into, and receive from. EU coffers. 

“We must guard against falling into the trap of a purely 
national, penny-pinching approach," Santer told the 
European Parliament during a speech on the EU 
executive’s work programme for next year. Jean-Claude 
Juncker, the Luxembourg prime minister, whose country 
holds the rotating EU presidency, said EU expansion 
faced paralysis if members continued arguing over, who 
paid for embracing former communist countries. 

The EU executive, in a policy document far the next 
century, proposed in July that the bloc should open 
membership talks early next year with five out of 10 
eastern candidates - Poland, Hungary, the Czech 
Republic, Slovenia and Estonia. Reuters, Strasbourg 

■ HUNGARY-ROMAN IA TIES 

Horn warns on nationalists 

Gyula Horn, the Hungarian prime minister, who is an a 
visit to Romania, yesterday called for governments in 
both countries to distance themselves from radical 
nationalists. The Romanian government responded to Mr 
Horn’s visit, by announcing the creation of a 
Hungarian-language university for the country’s 
L8m-stnmg Hungarian minority. 

However, Victor Ciorbea. the Romanian prime minister, 
said there would be no restoration of the historic 
Hun garian university in Cluj, which was made 
exclusively Romanian-langnage under the former 
communist dictatorship. 

The governments also agreed on new border crossing 
points, a joint investment hank and a new road linking 
the two countries, but much of the discussion was focused 
on minority rights. Mr Horn asked that the Romanian 
coalition, in which the party of Hungarian Romanians 
participates, should “dearly distance itself" from 
nationalist voices.. He promised to do the same in 
Hungary. Anatol Lieven, Budapest 

■ BULGARIAN RUES 

Intelligence agents named 

Bulgaria's reformist government yesterday published the 
names of 23, leading public figures who had worked for 
the communist-era State Security Service. The step made 
use of a new law intended to purge some of the legacy of 
communism. The list read out in parliament by Bogomil 
Bouev, interior minister, included 14 members of 1 

parliam ent, four magistrates and a banker. 

Bat of these, only a handful were accused of informing 
on compatriots, while the rest were considered to have 
been tainted simply by being part of Bulgaria's 
intelligence and counter-intelligence network. 

Ivan Eostov, Bulgaria’s prime minister, has said 
government officials who worked for the state security 
service under communism, in whatever guise, will be 
dismissed. But the list was likely to disappoint Bulgarians 
who have applied to seethe files maintained on them by 
up to 100,000 fellow citizens working as agents and 
informers for the communist secret police and who want 
to know who the informers were. Reuters, Sofia 

■ BOSNIAN SERBS 

More peacekeepers for polls 

Nato plans to reinforce peacekeeping operations in 
Bosnian Serb territory In case of any trouble during 
elections in Republika Srpska, Bosnia's Serbian entity, in 
late November, Nato officials said yesterday. 

“We need a very modest reinforcement," a Nato official 
said. Nato's permanent ambassadors discussed the issue 
at their regular meeting yesterday and agreed in principle 
to go ahead. The official declined to discuss figures but 
said the requirement for the ballot on November 23 would 
be somewhat less than September's reinforcement of 
around 3,000 extra men brought in to help safeguard 
Bosnian municipal elections. Reuters, Brussels 

■ ECONOMIC WATCH 

French output improves 

French industrial production rebounded in the stumper, 
confirming that the economy is in upswing. Seasonally 
adjusted figures released yesterday by Insee, the 
government statistics agency, showed production during 
the combined months of July and August was up 3.8 per 
cent an June. 

The push has continued to come from a strong export 
p e rfo r mance on the back of a weaker franc. This was 
largely reflected in a 5-2 per cent Increase in the 
automotive sector. But Insee also detected signs of 
improved domestic demand. It is still not clear the to 
what e xtant to which the improvement represents 
stock-b uilding or real demand. But an Insee official said 
yesterday: "This is an important rebound; we are on the 
right track.” Robert Graham, Paris 


By Robert Graham fen Paris 

Left wing parliamentarians 
have begun a discreet battle 
to force the Bank of France 
towards greater openness 
over monetary policy. 

The first shots were fired 
this week when the 
parliamentary finance 
commission held a meeting 
with the Bank’s monetary 
council, headed by 
Jean-Claude Trichet, the 
governor, and asked for an 

German 

trade 

surplus 

growing 

By Peter Norman in Bonn 

Continuing export strength 
and weak domestic eco- 
nomic activity are propel- 
ling Germany to its highest 
trade surplus and lowest 
current account balance of 
payments deficit since unifi- 
cation in 1990, official fig- I 
ures Indicated yesterday. 

The federal statistics 
office said the merchandise 
trade surplus jumped to 
DM77.3bn ($44.1 bn) in the 
first eight months of this 
year from DMGl.Ibn in the 
same 1996 period. Exports 
grew 11.6 per cent to 
DM568.5bn, outstripping a 
9.6 per cent rise in imparts 
to DM491.1bn. 

The deficit on (he current 
account, embracing trade in 
goods, services such as tour- 
ism, investment income and 
certain unilateral transfers, 
shrank in the period to 
DM12£ta from DMlftbn. 

August is traditionally a 
weak month for exports: 
they rose only 13 per emit 
against the same 1996 
month, as imports rose 14.4 
per cent But the August vis- 
ible trade surplus, while 
declining to DM8.6bn from 
DMu.ibn In July, was 
higher than the DM8.3 bn of 
August 1996. 

August’s DM5-3bn current 
account deficit was higher 
than July’s DM2.7bn short- 
fall, but lower than the 
DM5.9bn deficit of August 
last year. 

Yesterday's figures 
suggested this year’s visible 
trade surplus will exceed 
last year’s post-unification 
high of DMIOSbn, while the 
current account deficit is 
expected to be less than the 
previous low of DM19.7bn 
reported last year. 

The continuing weakness 
of domestic demand was 
highlighted yesterday by the 
federal association of 
medium and large retailers, 
which reported that depart- 
ment store sales fell 4 Jt per 
cent in valne between 
August and September. 

It said warm weather 
depressed demand for 
autumn fashions but warned 
no improvement had 
occurred so far this month. 

Lacklustre conditions at 
home and a partial recovery 
of the D-Mark helped con- 
tain the rise in German pro- 
ducer prices in September. 
The statistics office said the 
producer price index rose 
0.1 per cent between August 
and September, reflecting a 
1.5 per cent drop in oil prod- 
uct prices. 
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MANDELA LAUNCHES 
NEW INVESTMENT INITIATIVES 

Dynamic investment opportunities in the Eastern Cape of South Africa are 

being launched by President Mandela at an investment conference in East 

London on 7 November 1997. The government driven Fish River and Wild 

Coast Special Development Initiatives (SDIs) are die first of their kind to be 

launched in South Africa. 

Opportunities to be launched include: 

• Investment in Industrial Development Zones (IDZs), providing high tech 
industrial parks, with direct access to port facilities and state-of-the-art 
infrastructure, creating an ideal investment location for exporters. A range 
of incentives, such as a six year fax holiday, are targeted at manufacturers. 

- Investment opportunities in the provision of infrastructure, which includes 
a posable port at Coaga, near Port Elizabeth and infrastructure along the 
Wild Coast. 

• Investment opportunities associated with the forestry sector. 

• Investment opportunities in malaria free game and nature reserves. 

Eastern Cape Investment Conference 

Date: Friday 7 November 5997 

Venue: East London City Hail 

Oxford Street 
East London 
South Africa 
Inquiries: Leigh Angelo 

tel: +27 11 784 2588 
fax: +27 11 783 4735 
email: leigh@msomi.coja 


Inquiries: 


explanation of a recent 
interest rate increase. 

The only other such 
meeting in recent years took 
place just after a new. 
nine-person monetary 
council was formed in 1993. 

This week's encounter 
provoked a boycott by the 
opposition centre-right 
members of the finance 
commission. They said the 
move was a deliberate 
attempt to interfere with the 
central bank's independence 


in monetary matters. 

The meeting initially took 
the form of a summons by 
Henri Emmanuelli. the 
Socialist head of the finance 
commission, alter the Rawir 
of France raised its 
intervention rate by 20 basis 
points in line with the 
German Bundesbank on 
October 9. 

Mr Emzoanuelli made it 
clear he felt France's 
unprecedentedly low 
inflation gave little 


justification for the rate 
increase. 

Even members of the 
government privately 
expressed unha ppiness at 
the ti min g. The Bank of 
France explained its action 
as 1 a pre-emptive move 
against Inflation 18 months 
to two years down the line, 
white also giving a strong 
signal with the Germans on 
a committment to a “hard” 
euro. 

The Bank of France Is 


understood to have 
consulted lawyers about the 
summons to parliament, and 
only agreed when it was 
toned down to an 
“invitation” to appear before 
the finance commission. The 
governor of the central bank 
also insisted the encounter 
should be informal and was 
granted a demand for a 
session behind closed doors. 

Yesterday a spokesperson 
for Mr Emmanuelli said: 
“We are not challenging the 


bank’s independence; but we 
do need to hear the bank’s 
views and debate This 
was not a confrontation and 
further meetings wfil be held 
if and when required.” 

German and French 
short-term rates are alignBri 
at 3.30 per cent, in this 
atmosphere a further rate 
rise by the Bundesbank, 
replicated by the Bank of 
France, is likely to produce a 
more hostile reaction from 
the politicians. 


Irish consensus on North dented 

Candidates fall out over Ulster as poll approaches; Sinn Fein may be the beneficiary 


I t used to be fashionable to 
believe there was little to distin- 
guish Ireland's main political 
parties on the difficult issue of 
Northern Ireland. But that view has 
recently been badly dented with a 
row over Mary McAleese, the Belfast 
law professor standing as Fianna 
Fail's candidate to succeed Mary 
Robinson as Irish president. 

The divisions among Ireland’s 
political elite come at a time when 
the Republic has to agree a stance 
on Northern Ireland, with peace 
talks due to conclude next May. 

With a week to palling day, the 
main opposition Fine Gael has been 
trying to paint Ms McAleese as a 
hardline nationalist, to harness 
widespread public antipathy in the 
Irish Republic towards Northern 
Ireland and its so-called “Troubles”. 

The allegations, which she denies, 
stem from a leaked Irish foreign 
ministry report suggesting she was 
“pushing a Sinn Fein agenda" dur- 
ing the recent British general elec- 
tion. 

For the moment she appears to 
have ridden out the storm. In any 
event, if she wins, Ms McAleese's 


politics will hardly matter, as in 
practice the presidency has only lim- 
ited ceremonial powers. But the row 
has for the first time exposed deep 
differences over Northern policy. 

Michael Laver, professor of politi- 
cal science at Trinity College, points 
out that although all t* 1 *”* 1 parties 
profess a bipartisan approach. 
Northern Ireland has often been the 
undoing of Fianna Fall, from allega- 
tions that ministers were involved In 
arms smuggling in the 1970s to the 
defection from the party of what 
were to become the Progressive 
Democrats - Fianna Fail’s current 
coalition partners. 

Prof Laver believes the issue could 
put strain both on the coalition and 
between the main parties once the 
shape of a settlement emerges at the 
Northern Ireland multiparty talks . 
Any settlement would have to be 
passed by parliament and approved 
by the country in a referendum next 
May. 

Dick Spring, the Labour party 
leader, yesterday accused the big 
parties of reverting to the politics of 
the civil war, fought over the treaty 
partitioning Ireland, backed by Fine 



McAleese: denies claims sbe pushed 
forward a ’Sinn Fein agenda’ iw 

Gael and opposed by Fianna Fail 
Mary Banotti, the Fine Gad candi- 
date, had to apologise for remarks 
suggesting Fianna Fail had some- 
how got second best in having to 
recruit a candidate from Northern 
Ireland- 


The Northern factor had already 
surfaced with the early speculation 
that John Hume, Northern Ireland's 
best known nationalist MP, might 
put himself up. 

Ms McAleese has found what 
many Northern nationalists find 
when they come south - that the 
country they thought of as theirs 
thinks of them as foreigners. 

Ironically, Northern Protestants 
who settle in the south are often 
given a warmer reception. 

“Protestants would be seen to be 
making a statement by living in the 
south,” says a leading Dublin 
banker. 

The real winner in all this appears 
to be Sinn Fein. In publicly endors- 
ing Ms McAleese. Gerry Adams, the 
Sinn F6in president, seems to be cal- 
culating that if she wins, he can 
claim her as Sinn Fein's candidate. 

But if she is seen to lose because 
of anti-Norihern bias, it will fuel the 
sense of victunhood and isolation 
which has long been a rallying cry 
for Sinn Fein in Northern Ireland's 
“occupied six counties." 

John Murray Brown 
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NEWS: EUROPE 


Poll boycott threatens 
Serbia with deadlock 


By Guy Dinmore In Belgrade 

Serbia yesterday faced 
prospects of a winter of polit- 
ical deadlock after an opposi- 
tion leader said he would 
boycott forthcoming elec- 
tions. 

Zoran Djindjie, leader of 
the opposition Democratic 
party, said be would boycott 
a new round of presidential 
elections which have been 
called by the ruling Social- 
ists. However, his decision 
may help the ruling party at 
a time when it is increas- 
ingly beleaguered. 

Serbia was left without a 
president this month after a 
turnout below the legal 
threshold of 50 per cent 
invalidated an election in 
which Vojislav Seselj, the 
ultra-nationalist Radical 
party leader, defeated Zoran 
Lilic, a prot6g& of Yugosla- 
vian President Slobodan Mil- 
osevic. A boycott campaign 
by Mr Djindjie in protest 


against unfair electoral con- 
ditions contributed to the 
low turnout 

Mr Djindjie said no prog- 
ress hntj been ma ifo in open- 
big up state-run media and 
that consequently he had 
not changed his mind an a 
boycott 

■ Analysts said a boycott by 
centrist parties, combined 
with general voter fatigue, 
would again block a victory 
by Mr Seselj and play into 
the hands of Mr Milosevic, 
leaving him weakened bat 
still Serbia’s most powerful 
figure. 

The Socialists have 
announced fresh elections 
for December 7 but have not 
said whether Mr Lille would 
stand again. The Radicals 
are due to meet today to 
decide their position. 

Mr Milosevic, who was 
barred by the constitution 
from running for a third 
term as Serbian president, 
has also seen his Socialist 


coalition lose its majority in 
the Serbian parliament 
because of Radicals’ gains. 

The task of the Yugoslav 
president is made harder by 
the plight of Belgrade resi- 
dents, many of whom 
reacted with indifference to 
the news of more elections. 
Many fear a tough winter 
because of reduced gas sup- 
plies and more expensive 
food. Several hundred 
elderly people, some in 
wheelchairs, demonstrated 
in protest at delays in their 
pensions. 

“It is going to be a harsh 
winter," said Ljusa, a retired 
worker, standing in front of 
the empty counters of a state 
butcher which, when it has 
stocks, sells cheaper meat 
than private stores. "Every 
winter gets worse and worse. 
We axe fed up with elections. 
Nothing changes." 

Nor do the troubles of Mr 
Milosevic end in Serbia. He 
suffered a further setback 


this week when Monrir Bula- 
tovic. his close ally in the 
small republic of Montene- 
gro, was defeated in presi- 
dential elections by Milo 
Djukanovic, the pro-western, 
reformist prime minister, 

Mr Bulatovie, the current 
president whose term 
expires in January, rejects 
the results and accuses his 
rival of fraud. He said the 
Organisation for Security 
and Cooperation in Europe 
(OSCE), which gave the elec- 
tions a eloari bill of health 
bad closed its eyes to alleged 
irregularities in the interests 
of a hostile west. 

About 2,000 Bulatovie sup- 
porters gathered in Podgo- 
rica, the Montenegro capital, 
yesterday far a second day of 
protests whipped up by 
nationalist propaganda 
launched by Serbia’s state 
media against Mr Djuka- 
novic, who is portrayed as a 
secessionist close to ethnic 
Albanians nnH Moslems. 



Zoran Djindjie: declared he would boycott Residential poll 
in Serbia in protest at unfair electoral conditions 


“Milosevic is preparing for 
war in Montenegro," said Mr 
Djindjie, referring to the 
-nationalism sparked by the 
Serbian leader in the late 
1980s at the outset of seces- 
sionist wars in Slovenia, 
Croatia and Bosnia. 


But residents of Podgorica 
said it appeared that support 
for Mr Bulatovie was waning 
despite the help of Mr 
Seselj ’s Radical party and 
the Serbian secret police, 
who are controlled by Mr 
Milosevic. 


Cartel office intervenes in travel bid 


By Frederick StQdemarm in Berlin 

Moves to consolidate Germany’s 
travel industry suffered a setback 
yesterday when the federal cartel 
office put a major acquisition in the 
sector under threat The country’s 
travel industry is the biggest in 
Europe. 

The cartel office in Berlin said it 
had requested the right to granting 
the bid by Preussag, the steel and 
engineering group, for the transport 
and tourism companies Hapag-Lloyd 

and TUL 

The cartel office, which in the past 


has often sought to pursue a tougher 
line In competition cases than the 
European Commission in Brussels, 
said the case should be handled at 
national level, as the effects of the 
bid would be predominantly felt in 
Germany. Preus sag’s DM2.8bn 
($1.6bn) bid last month for Hapag- 
Lloyd, which is owned by hanks and 
corporate investors, was originally 
due to be handled by Brussels 
because of its size. 

In particular, the cartel office, 
which ftaa secured the hartring of 
federal economics ministry, said 
the Hapag-Lloyd deal would limit 


competition in the charter flight and 
package holiday business. More than 
60 per cent of the market would 
effectively be controlled by a duop- 
oly made up of Preussag and Con- 
dor /NUR, subsidiaries respectively of 
the national carrier Lufthansa and 
Karstadt, a r etailing group , which 
are also in the process of merging. 
The cartel office is already consider- 
ing the Condor/NUR link-up. 

The cartel office is also concerned 
about the presence of shareholders 
with stakes in both the proposed 
Preussag-lead venture and Condor/ 
NUR. 


Preussag, which is seeking to 
move out of its traditional base in 
commodities and focus on its ser- 
vices and transport a tion businesses. 
said it was not surprised by yester- 
day’s announcement as 'the cartel 
office had expressed early interest in 
the Bapag case. 

The company said the German 
market was "no island” and that 
there was already competition from 
non-domestic travel and tour compa- 
nies. This would increase following 
the introduction erf the euro, the pro- 
posed European currency set to be 
introduced in.ln 1999. 


Global Private Banking 


EREVER YOU GO, WHEREVER 


YOU MAY BE, YOU’LL FIND THAT 
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Headquarters of Republic 
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(Sumo) S-A. hr Conoco. 


Our multilingual account officers are at 
your service in some three-dozen financial 
centres around the world. And though they speak 
many different languages, all are committed 
to one fundamental principle: to protect our 
clients’ capital as we safeguard its purchasing 
power: 

It is a simple principle upon which we hase our brand 
of financial conservatism: private hanking built upon 
rigoi; discipline and prudence. This sophisticated 
conservatism, vigorously pursued, has created 
a global private hank of exceptional stability, 
capable of weathering the roughest storms. 

To our way of thinking, it is security as well 
as return that we must ensure each day. And in 
the process, to provide a unique quality of service, 
understanding and discretion. 



Headquarters of Republic 
National Bank of Now York 
( Luxembourg ) S~A . in Luxembourg. 
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Romania 
seeks 
finance 
for reactor 

Romania is seeking 
financing for the second of 
five reactors to be buffi; at 
eastern Europe’s sole west- 
ern-designed nuclear power 
plant , a nudear power offi- 
cial sa id yesterday. Renters 
reports from Bucharest. 

"Action is under way at 
present to attract financing 
sources for thp completion of 
Cernovoda’s second reactor," 
said Teodor Chirica, spokes- 
man for the unclear power 
group at Renel RA electric- 
ity authority. 

“According to estimates. 
$750m is needed to complete 
the work.” 

The first of five 700-MW 
reactors planned at Cerna- 
voda on the River Danube, 
east of Bucharest came on 
stream last ApriL The reac- 
tors use Canadian-developed 
technology. 

Cemovoda provides about 
10 per cent of Romania's 
power needs and is viewed 
by the centrist government, 
which came to power a year 
ago, as a priority in its cam- 
paign to overcome declining 
crude oil and gas reserves 
and cut fad imports. 

The project has been coor- 
dinated by the state-run 
Renel electricity utility with 
assistance from a consor- 
tium gronping Atomic 
Energy of Canada Ltd 
(AEGL) and Italy’s Ansaldo 
SpA. 

Plant officials suggested 
earlier thin year that AEGL 
would help secure financing 
for the second reactor, which 
was 25 per cent complete. 

Mr Chirica suggested that 
Romania might ran a tender 
to find suitable Binding far 
the project 


Schneider 
seeks to 

the blame 



By Graham Bowtey • 

in BanMS^-/ ’ ~-0 ; . 

Former property tycoon 
JQigen Schn^da’ -yes^raay 


1 1 m m. ■ — — - _ 

fessions to date in what.has 
turned out to be Germany^ 
biggest post-war corporate 
fraud trial 

But Mr Schneider, whose 
property ,empire collapsed m 
1994 under -debts of more 
than DMSbn again 

insisted that- some of the 
country^' banks sbare^some 
Mump fijr their willingness 
to financ e his plan s. • : - 

Mr Schneider, once one of 
Germany’s wealthiest citi- 
zens, is charged with duping 

and creditors into 
malting bigger loans than 
his development projects jus- 
tified. He has been vilified 
by the German public for the 
huge debts he left behind, 
which left many small con- 
struction companies with 
unpaid bills. 

At the rame time he was 
hailed as a hero by some in 
eastern Germany, where he 
was responsible for redevel- 
opment of some city centres 
after German reunification. 
He was also seen by to have 
delivered a welcome blow to 
the country’s large and often 


imperious banks, who were 
criticised for their apparent 
willingness to finance Mr 
Schneider's rapid expansion. 

The trial caught the pub- 
lic’s attention last month 
when Hfimar Hopper, former 
chief executive .of. Deutsche 
Bank and one of Germany's 
leading bankers, admitted 
that Deutsche Bank made 
“ine xc usable errors" in lend- 
ing to Mr Schneider. 

However, Mr- Hopper 
insisted that top offici a l s at 
Deutsche Bank .- Mr Schnei- . 
tier's biggest single creditor 
- .were not responsible for 
the lack of supervision dyer 
Mr Schneider’s finances. 

But Mr Schneider admit- 
ted yesterday to altering 
plans for a • building ' in 
Frankfurt - after they had. 
been given approval by. the 
building authorities. He said 
he was unlikely to have been, 
given bank loans without 
th e approval of the authori- 
ties and that the banks prob- 
ably would not have known 
the alterations were made 
after, the authorities - had 
f tfpn the plans. 

Mr Schneider and his wife 
fled Germany secretly just 
before the collapse of his 
property • business. They 
returned to Germany in-199& 


Greek unions 
strike over 
wages policy 


By Kerin Hope irv Athens 

Greece’s trade unions will 
today use a planned 24-hour 
general strike to put pres- 
sure an the country’s income 
policy.. The move comes 
despite government efforts 
to lower the country’s histor- 
ically hi gh inflation. 

The Socialist government 
plans to limit real wage 
increases for next year to 1.5 
per cent as part of Greece's 
effort to meet the Maastricht 
inflation and budget deficit 
targets for eventually join- 
ing the single European cur- 
rency. 

Public-sector : . - workers, 
including employees at state- 
owneiT banks, utilities and 
Olympic Airways, the state 
carrier, are expected to join 
today's walk-out called by 
GSEE, the Greek trade union 
federation. The public power 
corporation has warned of 
possible . power cats and 
urged Athens residents to 
reduce electricity consump- 
tion and avoid using eleva- 
tors. 

However, business activity 
in Athens is unlikely to be 
seriously disrupted. Few pri- 
vate-sector workers take 
part in the country's tradi- 


tional autumn strikes over 
budget proposals scheduled 
for November. 

Greek- workers • have 
received substantive real 
wage increases aver the past 
three years despite a gradual 
tightening of fiscal policy. 
Next year's budget is expec- 
ted to limit nominal 
increases in the public sector 
to 4 per cent, in line with a 
projected decline in inflati on 
from 49 per cent to below 3 
per cent. 

GSEE baa demanded a 9 
per * cent across-the-board 
increase on the grounds that 
real wages are still below 
1990 levels. Union officials 
say they are not convinced 
that the fell in inflation, now 
at its lowest level for almost 
30 years, can be maintained. 

This year’s round of 
strikes reflects publioeector 
workers' growing job insecu 1 
rity after a freeze on civil 
service hiring and attempts 
to introduce private-sector 
management standards to 
public corporations. 

The 1998 budget Is expec- 
ted to bring job losses as the 
Socialists try to hold down 
government spending by 
merging or shutting admin- 
istrative organisations. 


CONTRACTS & TENDERS 


STATE AGENCY FOR DEPOSIT 
INSURANCE AND BANK REHABILITATION 

ZAGREB, 10000 
Ulica Grada Vukovara 78 
Republic of Croatia 

INVITATION FOR 

INTERNATIONAL TENDER FOR PURCHASE OF EQUITY 

IN H.B.I . dLo.o. 

Zagreb, Kneza Borne 2 
Croatia 

Selling object 

Equity in RB 1 cLo.o. amounting 49,95% of total capital value of the company reostered 
m the Book of equity OBJ. <Lo.o. and in Commercial Court in Zagreb with all belonrimr 
nghts and liabilities deriving from that equity in accotdance with the CompanYLawrf 
Republic of Croatia and Contract of HJB.L d. 0 . 0 . 01 

The remaining two shareholders in HBi d. 0 . 0 . retain 50,05% of total equity capital value. ' 
Information about the.H.B.1. Company 

FLBX d-no: is a legal person with limited liability registered at Commercial Court m : ' : 

Zagreb MBS: (registered number) 08002621 7. . . ,® . 

The company is domiciled in Zagreb, Ulica Kneza Borne 2. Croatia. /’ 

The company owns the Hotel SberattaZa^withomracmnbraDca fa = - 

party. 

-IhfifLBX d- 0 - 0 . has liabilities relating to the third parties amoumine 25 700 OOft rsrak ’ • • 
taken for btradrng the Hotel Sheraton winch must be settled in 'L 

Offer \ 

All offers must be accompanied by: ’ 

* 

• aprireinclutfingapaymentcomfiti^ 7 , V;^- 

# other advantages of a. prospective buyer 

A deadlme for submitting the offere is 8 days afWihfc J mU ffl lTirf , 1 j l ' /■, . . - ■ - L 

Grada Vukovara 78, 10 000 Zagreb. Croatia. ^^anKKehabiktation, Uhca 

Tenders received after tins deadline shall not be taken into consideration! . * V 

The Agency is cot obliged to accept any received teodet . v 
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NEWS: ASIA-PACIFIC 



to cut 


m 



to 


boost growth 


By James Harding in Beijing 

China win cut interest rates 
today in a move to check the 
slowing rate of economic 
growth and ease the debt 
burden on state-owned enter- 
prises- - 

The People's Bank of 
China, the central bank, yes- 
terday announced an aver- 
age 12 percentage point fall 
in base lending rates and a 
UL point cut to deposit rates 
in -response to (mils for a 
boost to the economy. 

Earlier this week, the 
State ' Statistical Bureau 
reported that economic 
growth in the third quarter 
of this year had slowed to & 
per cent, below the govern- 
ment’s target of 9.5 per cent 
growth for 1997 and the 
actual rise of 9.7 per cent 
last year. Gross domestic 
product grew by 9.0 per cent 
in the first nine months of 
this year, the SSB said. 

Inflation has also fallen 
sharply this year. The eco- 
nomic data released this 
week showed China's retail 
price index up only 12 per 
cent for the first three quar- 
ters of 1997 and at zero per 
cent for September. 

The central bank said the 
rate cut is “in response to 
declining - prices and is 
designed to lower interest 
costs for enterprises, support 
the reform of state-owned 
enterprises and promote sus- 
tained, rapid and sound 
national economic develop- 
ment." From today, the 
benchmark annual interest 
rate on one-year term depos- 
its will be reduced to 5-67 per 
cent from 7.47 per cent The 
rate for shortterm loans of 
less than six months, for 
example, will be brought 
down to 7.65 per cent from 
9-18 per cent. 

The reductions, the first 
adjustments this year after 
two rate cuts in 1996. were 
broadly welcomed by ana- 
lysts who expected the move 
would stimulate the sluggish 
stock markets as well as 
reinvigorate the state sector. 

China has rapidly curbed 



Zhu Rongji; soft landing 


the double-digit inflation 
that peaked in 1994 ami Zhu 
Rongji, vice premier in 
charge of the economy, has 
been widely credited for 
engineering a soft landing . 
However, the slowdown in 
the GDP growth rate and the 
fall in inflation has 
prompted concern that Chi- 
na’s economic growth may 
be faltering. 

China has pledged to 
accelerate the pace of state 
enterprise reform and econo- 
mists calculated the interest 
rale cuts were intended to 
ease the potentially painful 
process of restructuring 
state industries. 

Investors in Shanghai and 
Shenzhen speculated that 
the loosening of credit policy 
might also lift the recently 
lacklustre stock markets. 
One analyst at Guotai Secu- 
rities. the domestic stockbro- 
ker in Shanghai, said: “This 
is the government's way of 
giving an indirect push to 
the securities markets." 

Share prices fell yesterday 
ahead of the announcement, 
but recovered most of their 
early losses on rumours of 
the hraninflijt rate cut. The 
Shanghai foreign currency B 
share index closed down OSS 
per cent at 7023 points and 
the Shenzhen equivalent 
closed down 1.02 per cent at 
12525 points. 


Australian 


dollar falls on 


Asian crisis 


By Elizabeth Robinson 
ki Sydney 

The Australian dollar sank 
to its lowest level against 
the US currency in two-and- 
a-half years yesterday on 
concerns at the country's 
exposure to the Asian cur- 
rency crisis. 

The Australian dollar’s fall 
to 7L22 US cents from 72.84 
US cents was sparked by a 
report by Goldman Sachs, 
the US- investment bank, 
which warned that the 
recent currency and eco- 
nomic crisis in south-east 
Asia was likely to result in a 
“major economic shock” for 
Australia. 

It said that devaluations of 
Aslan currencies -' Thai, 
Indonesian, Malaysian and 
Taiwanese - had led_ to 
sharp depreciations against 
the dollar and would reduce 
Australian exports. About 52 
per cent of Australian 
exports go to Asia. 

Peter Costello, treasurer, 
dismissed the report, saying 
the impact on Australian 
exports would "hardly be 
measurable . . . "Our biggest 
trading partners are still 
Japan, the US. Korea, New 
Zealand, and of course they 
are strong economies . . . that 
won't be affected.” 

The report said; "Initially, 
the Asian currency devalua- 
tions will substantially cut 
import demand from the 
region as consumer spending 
recoils in reaction to high 
real interest rates and the 
reduced purchasing power of 
their currencies.” 

Since the Asian currency 
crisis began, Mr Costello has 


stressed that Australian 
exports to the region have 
been growing up to 20 per 
cent a year, limiting the 
impact of any downturn. 

The Goldman Sachs report 
suggested Australia was 
unlikely to achieve its target 
of 4 per cent economic 
growth in 1998. Government 
figures published yesterday 
showed inflation falling to 
its lowest level in 35 years, 
which John Howard, prime 
minister, said boded well for 
economic growth. 

The Goldman Sachs report 
said continued fans in Infla- 
tion had “largely blunted the 
economic effects of the 
Reserve Bank of Australia’s 
250 basis point cut in 
short-term interest rates in 
the past 18 months”. 

Yesterday’s publication of 
the headline consumer price 
index for the September 
quarter showed a 0.4 per 
emit fail, the second consecu- 
tive drop; it was down 0.3 
per cent over the year. But 
the underlying rate rose 02 
per cent in the quarter and 
1.5 per cent over the year. 

The fail in the headline 
rate was largely due to lower 
mortgage rates and lower 
health costs after a scheme 
came into effect in July to 
encourage people to take out 
private health insurance. 

With underlying inflation 
at 12 per cent, well below 
the RBA’s target range of 2-3 
per cent, many observers 
expect another rate cut by 
the end of the year. Mr 
Howard said low inflation 
“bodes well for very strong 
eco n omic growth, and that 
bodes well for employment” 
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US nuclear suppliers hover over China 


By James Ha n Bn g in Beijing 
and Bruce Clark 
in Wa shi ngton 

W hen Qinshan 
Nuclear Power 
Plant. China’s first 
nuclear power facility, 
sealed a multi-billion dollar 
contract last yBar to buy 
high-technology reactor 
equipment, Fred Sperry, 
president of Westinghouse in 
China, was invited to the 
signing ceremony. 

But. he quips as an 
observer not a contractor, 
the deal went to Atomic 
Energy of Canada Ltd 
(AECL). Westinghouse. the 
US energy group, and other 
American suppliers of 
nuclear power equipment 
are barred by the US govern- 
ment from selling its reactor 
equipment to China. 

Washington has refused to 
endorse a 1985 nuclear co-op- 
eration agreement that 
would allow nuclear sales to 
China, objecting to Chinese 
exports or nuclear technolo- 
gies to third countries such 
as Iran and in protest 
against the 1989 Tiananmen 
Square massacre. 

But an unlikely alliance of 
US business and Beijing offi- 
cialdom hopes the White 
House is poised to reverse 
the policy. One of the few 
concrete commercial 
achievements expected from 


next week's Sino-US summit 
is approval for sales of US 
civilian-use nuclear equip- 
ment or, at least, a commit- 
ment from President Bill 
Clinton for a lifting of the 
bah in the near future. 

In recent weeks, the US 
has moved closer to certify- 
ing the agreement and this 
week Robert E inborn of the 
US State Department came 
to Beijing to discuss nuclear 
co-operation ahead of Presi- 
dent Jiang Zemin's visit to 
the US. But, US officials say. 
certain conditions must still 
be met, particularly a writ- 
ten pledge that China will 
not export nuclear technol- 
ogy to Iran. 

Following Mr Einborn's 
arrival. China announced 
that nuclear co-operation 
with Iran had stopped 
“because of some disputes 
over the contract", which 
they hope will be “conducive 
to progress" on Sino-US 
co-operation. Privately, Chi- 
nese officials say they are 
“confident" that an agree- 
ment is imminent. 

Expectations of progress 
also rose in Washington 
after 16 senators from across 
the political spectrum wrote 
to President Clinton saying 
they “supported the adminis- 
tration's efforts" to imple- 
ment the nuclear accord. 
Conscious that concern over 
China's alleged exports of 


missile technology and pre- 
cursors for chemical weap- 
ons is still running high, the 
senators said progress on the 
nuclear front could be a 
"useful example" for negoti- 
ations on other issues. 

Newt Gingrich. the 
speaker of the House of Rep- 
resentatives where anti-Bei- 
jing sentiment runs higher 
than in the Senate, has also 
made clear he will not give 
floor time to any fresh legis- 
lative moves against China 
before the summit. So it 
seems improbable that Con- 
gress will attempt to 
obstruct the nuclear accord's 
implementation by c hang in g 
the preconditions. 

W hile US business in 
China likes to be 
seen in step with 
its government. Westing- 
house and others have been 
advocates in Beijing and 
Washington for a change in 
US policy. “We are shooting 
ourselves in the foot to say 
that US suppliers cannot 
proride for the China mar- 
ket, while our competitors in 
Canada. France and Russia 
can." says Mr Sperry* of 
Westinghouse. 

China has two nuclear 
power plants, one at Day a 
Bay in Guangdong, the prov- 
ince neighbouring Hong 
Kong, and the other at Qin- 
sban in Zhejiang province. 


south of Shanghai. A third 
plant at Ling'Ao. also in 
Guangdong, is under con- 
struction and authorities in 
Beijing are mulling plans for 
a fourth. Nuclear generated 
power accounts for only 
about l per cent of China’s 
energy supply, which is 
heavily reliant on coal. 

A relatively small and. 
some say. oversupphed mar- 
ket today, but future pros- 
pects explain Westing- 
house's energetic lobbying. 
Other US companies such as 
General Electric and ABB 
Combustion Engineering 
Nuclear Systems would be 
obvious competitors in the 
Chinese mar ket if Washing- 
ton approves sales of US- 
made equipment. 

Zhang Huazhu. vice-presi- 
dent of the China National 
Nuclear Corporation, says 
installed capacity of China’s 
nuclear power stations is 
scheduled to quadruple by 
2003. By 2020. China is expec- 
ted to have increased 
nuclear energy output to 6 
per cent of national electric- 
ity generating capacity. 

US companies have calcu- 
lated that the Chinese mar- 
ket for nuclear reactors and 
related supplies could 
amount to over $50bn during 
the next 15 years. 

With a bilateral trade defi- 
cit growing to an estimated 
$44bn this year, the US 
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administration has been sus- 
ceptible to arguments that 
freeing up nuclear sales 
might make an indentation 
on the trade imbalance. 

The Qinshan plant, a pris- 
tine white-washed compound 
that stands out against the 
soupy, polluted skies and the 
brown waters that lap the 
litter-strewn coastline south 
of Shanghai, is evidence of 
how the nuclear industry 
can get by using technolo- 
gies from suppliers outside 
the US. Lin Deshun. senior 
engineer and deputy general 
mana ger at tbe domestically 
built and designed plant, 
says: “China’s nuclear power 
sector can develop without 
US equipment. It does not 


matter where the machinery 
comes from." 

Qinshan has placed its 
largest orders with Canada’s 
AECL, he adds, while the 
Daya Bay plant has sourced 
equipment from Pramatome 
of France. It represents Chi- 
nese hopes of a cheaper, 
cleaner alternative to coal- 
fired power. But it also 
shoulders the concerns of an 
infant industry - concerns 
about public safety, waste 
disposal and the observance 
of international standards on 
the handling of civilian-use 
nuclear technologies. 

Mr Lin. like other officials, 
wants the widest choice of 
reactor equipment and this 
includes US technology. 
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Commonwealth may give regime chance to fulfil pledge to hand over to elected civil ian government uxay — 

UK warns Nigeria over 
summit gatecrash threat 


By Michael Hoi man 
and David Wighton 

Britain yesterday warned 
Nigeria that a government 
delegation planning to fly to 
the Commonwealth s ummi t 
in Edinburgh would be 
barred from entering. 

“Members of the Nigerian 
regime cannot enter the 
United Kingdom because of 
the visa restrictions imposed 
by the European Union in 
early 1996." said a Foreign 
Office spokesman. 

It was not clear last night 
whether Chief Tom Ikimi, 
the country’s foreign minis- 
ter. would press ahead with 
his threat to gatecrash the 
summit by flying direct from 
the Nigerian capital of Abuja 
to Edinburgh, where the bi- 
ennial heads Of gover nment 
meeting opens tomorrow. 

In a letter to Chief Emeka 
Anyaoku, the Common- 
wealth secretary general, he 


said the delegation would 
demand a hearing before the 
eight-member Common- 
wealth ministerial action 
group, which will be recom- 
mending what action to take 
against the regime. 

The outcome of the sum- 
mit, however, is likely to be 
as favourable as the Niger- 
ian regime could have 
hoped. Its vigorous lobbying 
of African Commonwealth 
members has helped ensure 
it will not be expelled from 
the association, while 
Britain is reluctant to do 
more than continue its exist- 
ing package of modest mea- 
sures, which include a visa 
ban and an arms embargo. 

The probable outcome is 
that Commonwealth leaders 
will give the military regi m e 
the chance to fulfil its pledge 
to hand over to an elected 
civilian government by Octo- 
ber next year. 

This timetable is a year 


longer than the two-year 
grace period the Common- 
wealth originally set when it 
suspended Nigeria from 
membership in November 
1995, following the execution 
of Ken Saro-Wlwa and eight 
other political activists. 

Commonwealth, officials 
stressed yesterday that they 
were determined not to let 
the Nigerian issue over- 
shadow the summit. 

Speaking at the opening of 
the Commonwealth business 
forum in London yesterday, 
Mr Tony Blair, the British 
prime minister, called far “a 
vision for a new Common- 
wealth”. 

On Monday, Common- 
wealth leaders are expected 
to sign the Edinburgh Decla- 
ration, a statement of eco- 
nomic principles which will 
bads liberalisation and free 
trade balanced by social jus- 
tice. The declaration is 
designed to stand alongside 


the 1991 Harare Declaration 
on political principles. 

On the environment, Mr 
Blair is hopeful that the 
Commonwealth ■ can reach a 
consensus on climate change 
ahead of the Ky oto s ummi t 
at the end of the year. 

In his speech to the Com- 
monwealth Business Forum 
yesterday, Mr Blair con- 
firmed that the government 
planned to sell a majority 
stake in the Commonwealth 
Development Corporation 
(CDC). He said the govern- 
ment would retain "a sub- 
stantial minority holding” in 
the development finance 
agency and would continue 
to set a framework for its 
operations “in order to pre- 
serve its unique character 
and special skills”. 

The privatisation, which 
will require legislation, 
could release up to £lbn of 
extra funds for the develop-, 
merit budget, it emerged yes- 



Blair «ilTpd for ‘a vision for a 


ter day. The figure will 
depend largely on how the 
corporation’s £765m of gov- 
ernment debt is restruc- 
tured. The loans could be 
repaid to the Department for 
International Development 


before the CDC is floated. 

Alternatively, the loans 
could be converted into 
equity prior to privatisation 
which would release perhaps 
£ 500 m from the sale of a 
maj ority stake. The market 


would expect to value the 
company at a s ignifi cant dis- 
count to the book value of 
its investments which was 
£L3bn, excluding the govern- 
ment debt, at the aid of 1996. 
Lex Comment, Page 21 


‘What elections? Everyone in my family is dead’ 


Roula Khalaf reports from Algeria as a people 


I n Rais, site of Algeria's 
worst massacre, the idea 
of voting in today's local 
elections seems surreal. Sur- 
vivors who in August 
watched their families shot 
or hacked to death or are 
still paralysed by the shock. 
“What elections? Everyone 
in my family is dead, I don't 
even see a point in living,” 
said 25-year old Mohammed. 

After presidential and leg- 
islative elections, and a con- 
stitutional referendum that 
diluted the powers of the 
lower house of parliament. 
Algeria’s army-backed gov- 
ernment is calling on 16 m 
voters to elect local and 
urilaya (department) coun- 
cils. From those elected, 
some will make up two- 
thirds of Algeria's new upper 
house, with the rest to be 
picked by the president. 
Today's poll will complete 
the institutional edifice the 


government is erecting to 
legitimise its rule, since the 
army stepped in to cancel an 
imminent election victory by 
the Islamic Salvation Front 
in 1992. 

But if Algerians are greet- 
ing the elections with indif- 
ference, it is because the 
promises that elections 
would bring peace seem 
increasingly hollow. 

In the past few months the 
butchery in Algeria has 
reached unprecedented lev- 
els. Rais, where 98 people 
died according to the govern- 
ment, and more than 200 
according to survivors, was 
the first of three mass 
slaughters near on the out- 
skirts of Algiers. 

The story of Algeria's vio- 
lence is that of people 
trapped between terrorists 
who force them to provide 
money and shelterand the 
government which punishes 


them for doing so. 

They face death in the 
most savage way, which 
often appears incomprehen- 
sible to westerners but is 
less mysterious in Algeria’s 
historical context the legacy 
of a sometimes brutal 
French occupation, and a 
war of independence in 
which lm Algerians per- 
ished, some in slaughters 
not unlik e today's; and the 
legacy of an authoritarian 
regime which followed and 
cemented in many Algerians 
a deep feeling of “hogra” - 
the sense of being resented, 
despised and marginalised 
by the ruling regime. 

R ais is a small town 
on the edge of a 
mountain. Here, on 
an August night, 24-year-old 
Abdelrazak watched his aunt 
shot in the head and his 
grandmother burned to 
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living with terror prepare to go to the polls 
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death by a group of bearded 
men accompanied by some 
women. They broke into his 
house and threw in explo- 
sives. They slit the throats of 
those who were near and 
shot at those who were far. 
While they killed, others, 
rnclnriing the women, looted. 
There were perhaps as many 
as ISO of them: some encir- 
cled the village while their 

rampaninn-q kill ed. 

Abdelrazak and other but- 

vi vors say they were forced 
to give the armed gangs 
money a year and a half ago, 
but since the army moved 
into the area, the terrori s ts 
stopped the racketeering. 
Earlier this year, however, 
the people of Rais feared 
attack as the family of a 
member of an armed group 
came back to live among 
them. 

Mnunir Allah, 22, says the 
people who felt threatened 


had asked the government 
for arms but were told they 
could not be trusted. Other 
survivors say not all the 
families agreed to taking up 
weapons to resist the armed 
groups. 

Government nffimala, who 
insist the war can only be 
won when people turn 
against the terrorists, say 
the famili es attacked did not 
want to take up arms, that 
they used to help the terror- 
ists but stopped doing so and 
were punished by the armed 
groups. They say the govern- 
ment, believed to have pro- 
vided arms to as many as 
200,000 people organised in 
civilian self-defence militias, 
cannot hand out weapons to 
people they suspect of hav- 
ing aided the armed groups. 

The survivors of Rais 
blame the armed groups for 
the killing . But they also 
resent the authorities' fail- 


ure to 1 protect them. The 
Algerian army, they say, 
patrols the Rais region and 
was in Rais the night before 
the massacre. But during 
four long hours of slaughter, 
as people cried out far help, 
bombs exploded, and houses 
lit up in flames, no one came 
to their rescue. 

For one survivor, the secu- 
rity forces’ failure to 
respond, and the ease with 
which the armed groups 
arrive, leave, and encircle 
the hamlet, suggests a lack 
of determination to stop the 
killin gs, maybe there is a 
Vund behind these killings, 
he says. 

Abdelrazak offers one 
explanation: "I fled, I ran 
and I could find the terror- 
ists everywhere.” he said. “I 
reached the army post about 
9.1cm away and they were fir- 
ing, they were also being 
attacked." 


Government officials 
resent accusations that secu- 
rity forces turn a blind eye 
to the violence. They say ter- 
rorists travel in small groups 
which are difficult to detect 
and join up at a massacre 
site, then place a circle of 
mines around the village. 
They say the army is still 
learning to handl e this tactic 
and that soldiers have been 
tricked in the past into inter- 
vening in supposed massa- 
cres only to be ambushed. 
They point to the army 
operations under way which 
they say are destroying ter- 
rorist bases and bomb-mak- 
ing facilities. 

In Rais, as in other massa- 
cre sites, neither side has 
won. The terrorists will not 
find recruits in the region. 
And the survivors have lost 
faith in the government and 
in the army’s ability to 
shield them from terror. 


TB out 

of control 
warns 

WHO 

By Daniel Green 

Tuberculosis Is virtually on* 
of control in manypla*® 

around the worl^aawrd^ 

to a three-year study Pub- 
lished yesterday hy the 
World Health Organisation, 
the US Center for Disease 
Control and Prevention and 
two other agencies. 

The report, whic h the 
WHO described as “unprece- 
dented”, identifies emerging 
■■hot zones” where TBjs 
resistant to antibiotics and 
-people are nearly helpless 
to protect themselves from 
drug resistant strains of the 

disease.” " , , , 

These hot zones include 
India, Russia. Latvia, 
Estonia, the Dominican 
republic, Argentina and the 
Ivory Coast. Latvia bad the 
highest incidence of TB 
which is resistant to multi- 
drug treatment. 

In these countries, tuber- 
culosis is “often resistant” to 
the commonly prescribed 
antibiotics, isoniazid and 
rifampicin. 

“This makes the. disease 
incurable for anyone who 
does not have access to the 
most sophisticated and 
expensive healthcare," said 
the World Health Organisa- 
tion. . 

Resistance to drugs is the 
result of poor treatment, 
said the World Health 
Organisation, which 
describes the everyday meth- 
ods of treatment in some 
parts of the world as “thera- 
peutic anarchy”. 

Resistance arises when 
those with TB do not com- 
plete a course of antibiotics, 
or use too little of the drug. 
This can leave alive the bac- 
teria, which then become 
resistant to antibiotics. 

The World Health Organi- 
sation is tackling the prob- 
lem with a programme to 
improve the way TB is 
treated. 

The WHO urged pharma- 
ceutical companies . to 
develop new anti-TB drugs, 
to improve the effectiveness 
of its attempts to ensure that 
no bacteria survive treat- 
ment 
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Ik Moscow. 


It now means luxurious amenities, 
up-to-date conference and business facili- 
ties, and fust-rate Western-style comfort 
and services. It means Marriott has come 
to Moscow. 

On Tverskaya street, between Garden Ring 
Road and Boulevard Ring Road. A kilometer from 
Red Square. Thai’s where you’ll find this five-star, 
world class hotel 392 lavish, spacious guest rooms 
and suites. 7,000 square feet of flexible meeting 

For vesewmHens, ccutwdr ysur Wwd -swjewb 
toSHWe \-800Z2S-T2.10 or 
eauJl ^- f S02 J ~‘TS^8^00. 



space- Audiovisual aids. And, simultaneous 
translation. 

Plus, three restaurants: The Qrand 
Alexander for fine dining, SamobrtmJca for 
spectacular buflets, and Russian Pogrebok for 
authentic Russian dishes and an extensive array of 
caviare and vodkas. 

Because, even in Moscow, Marriott believes: 

vjlven youV ooutPori'oibWiv 

you cew Ao 
MOSCOW 
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26 TVERSKAYA STREET • MOSCOW, RUSSIA 


CONTRACTS & TENDERS 


Department of the Environment, 
Transport and the Regions 


An exciting opportunity for partnership with the Department of the &ivironmefrt* 
Transport and the Regions (DETR) in maintaining and expanding Constructionline, 
its on-line register of approved construction consultants arid contractors, 

\ • >■ 1 • _ . * • V " 

T he DETR is seeking a partner to develop Constrnttioollne, its approved lisa of contractors ar^ canMltanu^ '-)• 

to its full potendaL There is considerable -scope f^r an enterprising partner .to extend the rfrlrir ’• 

government and its agencies, to encompass the wider pqb&c sector znchxftng local authorities, police andrfize aritbbritiek. '• 
and NHS Trusts « a total potential market of over 3,00^ ” - w “ 

for opening up these lists for use by the private sector 


3,00d diems. TheDepartmentfa also keen toex!^.the.<#pottiiniiy r.» 
setor ip its campaign toimprove quality in thabttMog industry. 


The selected partner will be required to market the service vigorously as Wias provide high quality (fara coflecrioh/regisie* • *’ 
administration - including decision on admission, database management anct support to seriice user*. The partfret sriffneed : ‘"‘ 
to have die foil confidence of users and the construction industry, and' bo prepared to work in collaboration: vddi Ae ^ 
Department in meeting its policy aims. ! - : - 


1 




Interested organisations are invited to apply to Anthony Maude at the address below farjjan 
qualification questionnaire. The contract will be jn the ffctrm of a public service concession 

purposes of regulation 2(1} (e) of the Public Services C&uxact Regulations 1993. ,/ - T' ‘ ' F f 

Requests for an information pack may be made by telephone, fax or in writing aid must be foce; 

Completed pre-qualification questionnaires must Be received by NtwAn ^r , ~ . ..‘j 

Pfcrc «**« avmmeom Walk iarfrafe eiwU a Ml «■ aha- intend '• 

on the database, wdl be required to demonstrate bow they would avoid any possibility ofcor^ictof^^e^^.^ 

DeAJS Maude • \ ' r > V ' 

PfSD.Pi/ieaA • \ 

2 Madura Street ... t r .V -0''“ 


London, SW1P3BE 

TeL 01 71 276 0456 lAUemat* 0171 276 0478} 
Fa* 01 71 276 0450 
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Asians hit 
at Brussels 
fax duties 


By NeB Buckley In Brussels 
and MfcHyo Nakamoto 
in Tokyo 

Asian electronics groups 
yesterday reacted "angrily to 
a -European Commission 
decision to impose anti- 
dumping duties on imports 
of personal fax machines 
from Japan' and six other 
Asian countries. 

European commissioners 
backed a recommendation 
from Brussels’ anti-dumping 
□nit to impose the duties of 
up to 89 per cent for six 
months, despite the lack of a 
dear opinion in "favour from 
EU member states. 

Ministers must vote on 
whether to convert the pro- 
visional measures Into defin- 
itive, five-year duties after 
six m onths , and the Commis- 
sion could face a battle to 
get the measures endorsed. 

The duties stem from a 
complaint by Philips, the 
Dutch electronics group, 
that Japanese and other 
Aslan manufacturers were 
dumping personal fax 
machines, in the EU at 
below-cost prices. 

A Commission investiga- 
tion backed the complaint. 

finding d umping margins of 

22-122 per cent Imports from 
countries Investigated had 
risen 72 per cent between 
1994 and 1996, white sales by 
EU makers Tell almost 15 per 
cent, it concluded: 

Several EU states were 
unhap py with the Commis- 
sion analysis, especially the 
definition used: personal 
faxes below 5kg. They 


argued that as faxes be came 
smaller and lighter, more 
sophisticated office 
machines could be caught by 
the duties. 

Asian manufacturers sa id 
this would hinder their abil- 
ity to introduce small, 
advanced machtnea tnto the 
EU, clearing the way for 
European manufacturers. 

Brussels has tried to 
answer such concerns by 
refining the definition to fax 
machines using thermal 
paper. Officials suggested 
farther fine-tuning was pos- 
sible. But Asian producers 
argued they would suffer 
severe damage. 

"The European export 
market for these products is 
almost as big as our largest 
export market in the US. If 
the duties are imposed, Japa- 
nese companies will not be 
able to sell their machine in 
the EU," said Torn Matsui, 
vice-president, terminal 
equipment, at the Communi- 
cations Industry Association 
of Japan. 

Japanese makers face 343 
per cent duties, with 5&1 per 
cent duties for China; 33.8 
per cent for Korea; 395 per 
cent far Singapore; 36.6 per 
cent far Taiwan; 22 per cent 
for Thailand, and 89.8 per 
cent for Malaysia. 

Matsushita, one of Japan's 
biggest manufacturers, said 
it would be "almost impossi- 
ble to continue business as 
usual" in the EU. It might 
have to consider setting up 
manufacturing activities 
within the EU or US if the 
duties became definitive. 


Digital hunt for 
video pirates 

By ABce Rawsthom piracy spreading to other 


The music industry Is 
considering plans to create 
an international digital 
detection team based in Lon- 
don to comb the internet and 
other digital communica- 
tions networks in search of 
copyright abuses. 

Digital piracy, whereby 
internet sites either sell 
recordings online or relay 
copyrighted material such as 
songs and video clips with- 
out the rights owner’s per- 
mission. is a growing prob- 
lem for the world’s record 
companies. 

The situation is worst in 
North America, where inter- 
net penetration Is highest. 
Last year, the Recording 
Industry Association of 
America (RIAA), which rep- 
resents the US record com- 
panies, established a digital 
detection team at its Wash- 
ington headquarters. 

This summer, the RIAA 
took out injunctions against 
three pirate internet juke- 
boxes, from which consum- 
ers were downloading tracks 
free of charge. All three 
pirate jukeboxes immedi- 
ately closed down. 

Record companies are now 
concerned about digital 


countries, as internet usage 
increases. The International 
Federation of the Phono- 
graphic Industry (EFPD, the 
London-based body which 
represents the global music 
business, is formulating pro- 
posals- to set up a digital 
detection unit to. crack down 
on online copyright abuse on 
a worldwide basis. 

Nlc Garnett, chief; execu- 
tive, said he planned to pres- 
ent proposals for the'nnit at 
next week's IFP1 board meet- 
ing tn Rio de Janeiro. 

The planned crackdown on 
online piracy comes as con- 
ventional music piracy on 
compact disc and cassette is 
rising after reaching an 
unprecedented $5bn world- 
wide last year. 

The EfPI will also discuss 
proposals to conduct an 
industry-wide analysis on 
how digital networks, such 
as the internet and 
high-speed telecommvmica- 1 
tions systems, will affect the - 
delivery of music to consum- i 
ers in the future. i 

One. option is the develop- 
ment of technology to allow 
mnBin purchases on a tran- I 
sactional hnwia by buying the 
right to listen to a recording 
four or five times. 


Dutch sugar ruling leaves EU feeling sour 


By Gordon Cramb in 
Amstentam and Neil 
Buddey in Brussels 

A group of small, dry Islands 
in the Caribbean has thrown 
a spanner in the works of 
the European Union’s deci- 
sion-making machinery, 
embarrassed one of the EU’s 
founder members, and set 
what may turn out to be an 
important legal precedent. 

A sugar mill in Aruba has 
won a court Injunction in 
The Hague banning the 
Dutch government from 
going along with a bard-won 
compromise agreement ear- 
lier this month over the 
so-called Overseas Countries 
and Territories - the scat- 
tered remains of British, 
French and Dutch overseas 


colonies. 

As a result, the Nether- 
lands. having bowed to 
demands from the European 
Commission and other mem- 
ber states that the free Dow 
of rice and sugar from the 
OCT countries into the EU 
should be capped, finds itself 
banned from honouring its 
decision. 

So dry and small are the 
Dutch Antilles and Aruba 
that rice and sugar are not 
even grown in commercial 
export quantities. 

But the EU’s 1991 associa- 
tion agreement with the 
OCT, intended to stimulate 
their economic development 
by granting unlimited, tariff- 
free access to EU markets 
for agricultural products, 
also allowed them to process 


produce imported from else- 
where in the region and ship 
it to Europe. 

The result was an unex- 
pected six-fold increase in 
rice exports from OCTs from 

80.000 tonnes to almost 

360.000 tonnes. The main EU 
producers, Italy and Spain, 
complained that this was 
destabilising the European 
rice market. It was also 
unfair since much of the rice 
was being grown and pro- 
cessed elsewhere, and with 
the OCT countries used 
merely as a transit point to 
gain tariff-free access. 

The European H nmrnisginn 
imposed an emergency cap 
of 160,000 tonnes on rice 
exports this year - the same 
limit endorsed in slightly 
modified form by EU minis- 


ters this month, as part of an 
overall “mid-term" revision 
of the OCT agreement. 

The deal added that 
merely bleaching rice was 
insufficient to grant the 
commodity the status of 
OCT origin. It imposed a 
similar cap on Imports of 
sugar of 3,000 tonnes - based 
on the last known shipment 
figures, for the year to Sep- 
tember 1996. 

But Emesa Sugar (Free 
Zone), which brought the 
complaint, began operations 
only this April, purchasing 
its raw sugar from Trinidad 
and Tobago and milling 
nearly that much per month 

The Ell's own sugar pro- 
duction amounts to some 
155m tonnes, at a price of 
about three times that pre- 


vailing on the world market, 
according to a survey con- 
ducted by the Erasmus Uni- 
versity in Rotterdam and 
cited by the court in its 
definitive ruling last Friday. 

Emesa argued that the 
effect of the EU ruling was 
to restrict Its ability to 
export both to Europe, and 
the rest of the world market 

“This matter is certainly 
urgent for Emesa which is 
threatened with considerable 
and irreparable damage.” 
the court found. In two rul- 
ings. it said the Dutch gov- 
ernment was wrong to have 
changed its opinion after 
long opposing the deal, 
should not vote in favour 
again. or even abstain - 
which would allow the other 
14 EU members to vote the 


deal through. 

The Dutch government is 
now appealing against the 
decision. The EU may there- 
fore not be able formally to 
adopt the deal before the 
expiry of the current export 
limits at the end of Novem- 
ber - forcing the European 
C ommission to step in with 
more emergency temporary 
measures. 

The ruling could also set 
an important precedent for 
other small companies 
which fancy rimllpn gmg the 
supremacy of EU law. 

“For a judge to interfere in 
a government's foreign pol- 
icy, as in this case, is really 
quite something,” remarked 
one European Commission 
official. 


Ships, glass and open skies keep 
US-Japan trade friction going 



Northwest Airlines’ view of Japan’s "willingness” to open 
its airports to US carriers as portrayed in newspaper 


By Nancy Dunne 
in Washington 

The US Federal Maritime 
Commission (FMC) yester- 
day was close to deciding 
whether to accept partial 
payment on $4m of fines 
imposed ou Japanese ship- 
ping companies to force 
Tokyo to adopt reforms in its 
port management system. 

The maritime dispute is 
one of three US-Japan trade 
disputes under negotiation 
this week. Negotiators yes- 
terday completed talks in 
Tokyo on flat glass, with US 
officials complaining that 
the Japanese distribution 
system remains closed to for- 
eign glass producers through 
a sophisticated system of 
interlocking relationships. 

Another set of negotia- 
tions, on a bilateral aviation 
accord, entered their third 
day in Washington. 

The showdown over ship- 
ping remained the most frac- 
tious of the three and was 
precipitated when the FMC. 
an independent body, pre- 
pared to seize Japanese ships 
as they entered US ports for 
not paying $4m in fines. 

This alarmed the adminis- 
tration, which can only deter 
FMC action by invoking a 
waiver on grounds of 


advertisements 

national security. The com- 
mission. on the other hand, 
argued that action was war- 
ranted as it had pursued Jap- 
anese port reform for 14 
years, according to Steve 
Clemons of the Economic 
Strategy Institute. 

Talks begun last year pro- 
duced no progress, and it 
was not until the ship sei- 
zure was threatened last 
week that Tokyo got down to 
serious talks, he said. Agree- 
ment was reached op Mon- 
day. but the FMC has been 
insisting on payment of fines 
due in September. 

“The strong inclination of 
the commissioners is not to 


waive the fines." said Mr 
Clemons. "But they will 
review the results [of the 
agreement] and decide what 
to do next.” 

Japan has said the fine s 
violate the US-Japan Treaty 
of Friendship, Commerce 
and Navigation, and is 
demanding they be com- 
pletely withdrawn. A com- 
promise is likely to be par- 
tial payment of the fines, if 
the commission believes the 
deal will lead to improved 
port practices in Japan. 

Japanese negotiators hope 
to conclude talks this week 
on a four-year interim avia- 
tion deal but are haggling 


over what the US cans its 
“safety net” - an agreement 
to pursue farther liberalisa- 
tion in four years. 

Northwest is the only US 
airline demanding total lib- 
eralisation from the Japa- 
nese. United, American and 
Delta have been willing to 
accept less than full “open 
skies". Nine powerful con- 
gressional committee chair- 
men have endorsed North- 
west's position that anything 
less than open skies is "a 
cave-in" to Tokyo. 

Although Tokyo has prom- 
ised US airlines extra flights, 
it is by no means clear that 
it actually has sufficient 
slots to offer to make the 
flights possible. 

One official also said the 
two sides were still far apart 
on the amount of flights per 
week to be increased for the 
four-year period for US car- 
riers with limited rights 
under the existing bilateral 
treaty - American. Conti- 
nental and Delta airlines. 

US officials yesterday said 
Japan was lagging in open- 
ing its $5bn flat glass market 
to foreign companies, bnt 
Japan insisted it was abiding 
by a 1995 agreement on the 
issue. A US Industry official 
said an improvement in 
sales had proved short-lived. 


Steel makers face shake-up 


By Andrew Bolger, 
Employment Correspondent 

The world steel industry 
faces further changes in the 
size and skills of its 7m 
workforce because of techno- 
logical change, environmen- 
tal pressures and withdrawal 
of state ownership, accord- 
ing to the International 
Labour Office. 

An ILO report says the 
biggest job losses have 
occurred in Europe. “In the 
European Union, the total 
number of steel jobs dropped 
by more than 65 per cent 
(from 991,000 to 326,000) 
between 1975-95. 

In France and the UK, 
steel employment fell 75 per 
cent and SO per cent respec- 
tively, while production fell 
by 16 per cent and 14 per 
cent “In the US and Japan. 
51 per cent and 48 per cent of 
steel jobs were lost, against 


falls in production of. respec- 
tively. 10 and 1 per cent" 

Workforce reductions have 
also affected countries of the 
former USSR. In the Russian 
Federation, 10 per cent of 
steel jobs have been lost in 
the past five years. But “this 
may just be the start”. 

The federation's ministry 
of industry says some 310,000 
jobs will have to be shed 
over the next five years to 
keep Russian steel competi- 
tive. This represents mare 
than 40 per cent of the 

705.000 steel jobs existing 
last year. 

“The huge social costs of 
increased competitiveness 
that have been paid in west- 
ern Europe still have to be 
quantified and funded” in 
much of Eastern Europe and 
the former USSR, it adds. 

A new generation of com- 
puter-controlled “mini-mills" 
employing for fewer workers 


had proved much more com- 
petitive than the huge inte- 
grated steel mills that were 
the norm in the past 

“British Steel’s Trico mini- 
mill in the US has a work- 
force of less than 600 produc- 
ing 2m tonnes of steel a 
year; in the UK 4,000 work- 
ers directly involved in steel- 
making produce 3ux-4m 
tonnes over the same 
period." 

Consumption in Industria- 
lised countries is expected to 
remain static or decrease 
slightly in the coming 
decade, but the report pre- 
dicts strong growth in Asia, 
notably China, and Latin 
America. 

With nearly 35m steel- 
workers, China has the larg- 
est workforce. China, the 
Commonwealth of Indepen- 
dent States and India 
together account for about 
70 per cent of the industry’s 
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total labour force, but only 
30 per cent of steel output 
The ILO report will be dis- 
cussed next week in Geneva 
at a meeting of employers, 
unions and delegations from 
18 countries. 


NEWS DIGEST 

WTO work to 
rule threat 

Staff of the World Trade Organisation yesterday 
threatened to stage a “work to rule" as WTO ambassadors 
again put off a decision on de-linldng staff pay and condi- 
tions from the UN system. The WTO general council 
plans to meet again in November. Gretchen Stanton, 
chair of the staff association, said a work to rule could 
have significant effects on the activities of the WTO, 
including preparations for the next ministerial conference 
to celebrate 50 years of the open trading system. Staff 
crowded into the general council roam to support their 
claim for an Independent WTO secretariat which would 
no longer be governed by UN rules and procedures. Ren- 
ato Ruggiero, WTO director general, also spoke in favour 
of the move which the secretariat argues would establish 
a fairer, more flexible staff structure than UN rules allow. 

The WTO Is not formally part of the UN system and 
most WTO governments support the call for an indepen- 
dent secretariat But several leading traders, including 
the US, Britain, France and Germany, have blocked a con- 
sensus to Trtakft the change. 

• The general council yesterday approved the WTO’s 
budget for 1998 of SFrliem (579m), little changed from the 
previous two years. It agreed to grant observer status to 
Ethiopia, as the first step towards eventual membership 
and established a working party to draft membership 
terms for Andorra, the tiny mountain principality 
between Spain and France. Frances Williams. Geneva 

■ CAR PLANT DEALS 

Skoda signs Indian pact 

Skoda Automobilova, majority owned by Volkswagen of 
Germany, has signed an agreement with the Indian state 
of Maharastra to build a 5300m car assembly plant. Skoda 
said it hoped to select a site by the end of this year and 
that the plant would produce 50,000-60,000 Felicias a year. 

Tbe Czech carmaker is also planning to spend DM80- 
DM90m ($45m-$5lm) to reopen an old VW plant in Sara- 
jevo. Bosnia, to produce 35,000 models a year. This ven- 
ture will be owned 58 per cent by VW and 42 per cent by 
the Bosnian company UNIS. Skoda Is also looking to 
invest in a 50.000-vehicle plant in Russia. 

Skoda also has an assembly plant in Poznan, Poland, 
which is set to produce 30.000 models this year. Skoda 
worldwide sales in the first nine months of this year rose 
by 28 per cent to 243,500, of which 220.600 were Felicias. 
The company aims to sell some 340,000 cars in the fall 
year. Robert Anderson. Prague 

■ FARM EXPORT SUBSIDIES 

Hungary granted waiver 

Hungary was yesterday granted a waiver from World 
Trade Organisation rules on agricultural export subsidies 
in settlement of a long-running dispute with the US, 
Argentina, Australia, Canada, New Zealand and Thailand. 
The dispute arose in spring 1996 when the six countries 
complained Hungary was not complying with its commit- 
ments to reduce export subsidies under the Uruguay 
round form trade agreement 

At the same meeting, India said that it was close to a 
deal with six WTO members over the phasing out of 
import restrictions on consumer goods. The US, Australia, 
Canada. New Zealand, Switzerland and the European 
Union formally filed WTO complaints against India this 
summer after foiling to agree on a timetable for eliminat- 
ing the controls. In June, New Delhi offered to phase out 
restrictions over six years, rather than the original nine 
years. Frances Williams, Geneva 



Probably the best beer in the world. 






NEWS: THE AMERICAS 


US may spend $lbn to fend off cyber attacks 

•/A ^ on DS mffltaiy sites. ported forsecprityor t 


By Nicholas Denton 
in San Francisco 


The DS is considering a 
Stbn-a-year programme to 
defend information networks 
after a presidential commission 
warned of emerging “cyber 
threats” from computer backers 
and hostile powers. 

The plan is designed to guard 
against attacks such as the 
recent flood of electronic mail 
messages originating in 
and Australia which caused seri- 
ous problems for computers at 


Langley Air Force Base and 
other government sites. 

“While America’s infrastruc- 
ture is robust and resilient, the 
president believes it Is import a nt 
to act now to ensure that Amer- 
ica's economic prosperity and 
national security is protected 
against any potential future 
threat,” the White House said 
yesterday. 

The initiative comes in 
response to a report by the year- 
old commission which found that 
break-ins to vital computer 
systems could present as much 


of a threat as traditional terror- 
ist tactics. 

In a summary of the report 
released yesterday, the commis- 
sion said: “Today, the right com- 
mand seat over a network to a 
power generating station's con- 
trol computer could be just as 
effective as a backpack full of 
explosives, and the perpetrator 
would be harder to identify and 
apprehend." 

“Hie rapid growth of a com- 
puter-literate population ensures 
that increasing millions of 
people possess the skills neces- 


sary to consider such an attack." 

The US, which spends an esti- 
mated *250m on information 
security and other infrastructure 
assurance, should double tbe 
programme and make further 20 
per cent annual increases far the 
next five years, according to the 
commission. The commission 
came under Immediate attack 
from privacy advocates con- 
cerned the report may give cover 
for employers to bring in lie 
detector tests for employees 
involved in information security. 

Most computer haAMng is rela- 


tively harmless, conducted by 
hobbyists motivated by a desir e 
not to bring down vital systems 
but simply to demonstrate their 
ftK ffiTiical virtuosity. 

And their Infiltration Of impor- 
tant computer networks is usu- 
ally possible, not because the 
networks are inherently vulnera- 
ble, hut because systems admin- 
istrators or users have left pass- 
words in locations easily 
accessed by outsiders. 

In 1994, a UK backer gained 
access to Rome Laboratory in 
New York and used it as a base 


for attacks on DS militaiy sites. 
The commission said, another 
break-in bad damaged the com- 
puter system which manages 
emergency calls in th e ^* . 

The worst single financial 1^ 
disclosed to date Is that suffered 
by Citibank, which has still not 
recovered 8400,000 of the tends 
drained from client accounts^ 
computer experts based in Rus- 
sia- Although there have been 
few cases as serious as this, it S 
hard to judge the true extent of 
the threat because many unau- 
thorised intrusions remain unre- 


ported for security «*■ business 

re ^^oommlssion forecast that 
hacking would evo!ve from* 
nuisance into a means by wWch 
terrorists or hostile nations 

could conduct *nrfonnatian war 

agains t the DS. "Somebody with 
serious intent to do harm is 
SSd to arise in the 
said Robert Marsh, the retired 


Saiu iwina. — - 

general who headed the commis- 
sionT “It is dear that thaw * 


S1UU- *«i « - . , 

b&rdly any nation today that 

SSSd seek to defeat the US on 

the battlefield.” 


EU to I Companies are slowly embracing a campaign to get people into jobs 
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US works to cut welfare lists 


Car ventures to 


C orporate America is 
only slowly embrac- 
ing President Bill 
Clinton's welfare reforms. 
But one year after the presi- 
dent signed the programme 
into law, there are now some 
encouraging signs. 

By the beginning of this 
month, most states bad met 
the requirement that they 
have at least 25 per cent of 
their welfare recipients in 
jobs or some kind of training 
- a target set as part of the 
new law. In tbe first year, 
welfare rolls shrank by 
around 1.4m people nation- 
ally - no small achievement. 

But less than half the 
states met a tougher goal 
requiring that there should 
be workforce participation 
by at least 75 per cent of all 
two-parent households 
receiving aid. 

Behind these numbers lies 
a varied and sometimes ten- 
tative response from much 
of the corporate sector, 
which will ultimately have 
to provide many of the jobs 
if the US's 4m welfare recipi- 
ents are to move into the 
labour force on a permanent 
basis. 

A recent Coopers & 
Lybrand survey of nearly 450 
chief executives at the coun- 
try's fastest growing compa- 
nies shows an impressive 60 
per cent thought they would 
be interested in partnering 
other businesses to help wel- 
fare recipients find formal 
jobs. 

But only 26 per cent had 
actually taken steps in this 
direction. 

Another study suggested 
that even supportive execu- 
tives were wary of welfare 
recipients' attitudes to work- 
place demands. 

The main organisation 
seeking to drive up those 
numbers is the Welfare to 
Work Partnership, an inde- 
pendent Washington-based 
organisation founded earlier 
this year. 

Ell Sepl, its president, is 
optimistic about the partner- 
ship’s goals, but realistic 
about the sales job ahead. 

The partnership, he says, 
recognises that hiring wel- 
fare recipients will have to 
be a “smart solution for 
business” if it is to succeed. 
It will probably also have to 
capitalise on the tight labour 
markets which at present 
exist across much of the US, 


By Michael Skapinker, 
Aerospace Correspondent 


Karel Van Miert, the 
European Union competition 
commissioner, yesterday 
ordered an inquiry after 
Delta Air Lines of the US 
said it had appointed Boeing 
its exclusive aircraft sup- 
plier for 20 years. 

Boeing this summer 
agreed to drop the exclusiv- 
ity clauses Cram three sup- 
ply agreements with US air- 
lines. This was one of the 
conditions Mr Van Miert 
had imposed in return for 
EU approval of Boeing's 
takeover of McDonnell 
Douglas, also of the US. 

But Delta said yesterday it 
had signed a final agree- 
ment to boy up to 644 air- 
craft from Boeing in the 
next 20 years. Delta has 
placed firm orders for 106 
Boeing aircraft, with a list 
price of $6.7bn. ft has taken 
options on 538 more air- 
craft. Delta said the agree- 
ment provided that Boeing 
would be its sole supplier of 
new aircraft in that time. 

However, in deference to 
the European Commission, 
Delta said Boeing would not 
enforce the exclusivity pro- 
vision unless Brussels per- 
mitted it to do so. It also 
said that the 20-year agree- 
ment was subject to certain 
exceptions. This is under- 
stood to mean that Delta can 
buy aircraft Grom other sup- 
pliers if Boeing does not 
manufacture a suitable 
model. 

This implies that If Airbus 
Industrie proceeds with 
plans to bufld a 550-seat air- 
craft and Boeing does not. 
Delta can buy the large air- 
craft from the European 
consortium. However, this 
exception was part of the 
original exclusive agree- 
ment to which Mr Van Miert 
objected and Delta does not, 
at present, have plans to 
purchase 550-seat aircraft 

The Commission would 
examine tbe Delta-Boeing 
contract to see whether the 
exclusivity clauses 
remained. 


Drive to cut welfare 


Main points in the 1996 bill 
overhauling the US welfare system: 


• An end to federal guarantees of 
cash assistance for the needy 


• States given freedom to devise 
their own welfare programmes, but 
required to reduce benefits if 
individuals refuse to work and meet 
some targets for welfare roll 
reductions 



• A limit of five years of assistance, 
with federal funds, for most 'welfare 
recipients 


• Much tighter eligibility criteria 
permitted, or in some cases required 
for example, for unwed mothers 




UPS. the Atlanta-based delivery company, has been enthusiastic about welfare recruitment 


driving unemployment rates 
to as tittle as 2 per cent in 
some areas. 

“This Is a dash, not a mar- 
athon," he says. 

To date, the partnership 
can point to over 2.100 com- 
panies which have expressly 
signed up to its goals - that 
is, the hiring of former wel- 
fare recipients without dis- 
placing existing workers. 

According to Mr Segal. 


tively unskilled workers in 
urban areas has caused 
it to recruit from this 
sector for more than two 
decades. 

Since the political spot- 
light focused on this area in 
1996 and programmes 
became more formalised, the 
Atlanta-based company - 
which employs over 300,000 
people in total - estimates 
that it has engaged around 


cago or San Francisco which 
pick out potentially suitable 
applicants. 

But pushing welfare 
recruitment out into wholly 
white-collar industries 
appears to be a slower and 
more painstaking task. 
Again, there have been some 
successes. 

Wildcats, a New York- 
based non-profit intermedi- 
ary organisation, has run 


Getting through to smaller businesses may be 
a problem, writes Nikki Tait in Chicago 


these companies range 
across all sectors, and, sur- 
prisingly. are not concen- 
trated solely in areas of 
acute labour shortage. 

But Welfare to Work still 
has no overall figures for the 
number of former welfare 
recipients employed by these 
companies, nor - perhaps 
more pertinently - on how 
long-term their employment 
has become. 

Meanwhile, at the individ- 
ual company level, attitudes 
seem to vary sharply. For a 
few organisations, former 
welfare recipients are 
already a useful labour pooL 

The classic case is UPS, 
the “Big Brown" delivery 
company, which acknowl- 
edges that its need for rela- 


2^00 former welfare recipi- 
ents. 

While that is probably the 
largest single corporate 
recruitment programme, a 
number of other big employ- 
ers. also fairly dependent on 
“blue collar" labour, are fol- 
lowing a similar tack. 

For instance. United Air- 
lines, the big Chicago-based 
carrier, says it has made 388 
welfare-to-work hirings this 
year, and is close to its tar- 
get of 400 by the end of 1997. 
The longer-term objective is 
2,000 by the end of the 
decade. 

Like UPS. UAL works 
mainly through local social 
service and non-profit inter- 
mediary agencies in snch 
cities as Denver. Miami, Chi- 


basic training programmes 
tor Smith Barney, the Wall 
Street brokerage. The result 
has been been full-time jobs 
for about 40 people over the 
past 18 months. 

According to Wildcats' 
Amelia Betanzo, these are 
mainly clerical positions, but 
still offer incomes In the 
range of *22,000-828.000 a 
year. “People are getting 
careers," she says. 

But even if Ms Betanzo 
admits that not too many 
Smith Barneys are around at 
present, *Td rather call them 
a pioneer than an excep- 
tion,” she says gently. 

Other predominantly 
white-collar companies sup- 
port this view, conceding 
they do not have the ability 


to hire at the same rate as 
transport, food service or 
retail groups. 

For example, Monsanto, 
the St. Louis-based biotech 
and agriproducts group, 
which was one of the five 
companies which originally 
backed the Welfare to Work 
partnership, says its demand 
is focused on relatively 
skilled labour and that it 
will inevitably have to move 
more slowly. 

A second question mark 
hangs over how deeply into 
the welfare pool such 
schemes will be able dig. 

Marriott International, the 
hotel company which was 
one of the pioneers in wel- 
fare hirings, tightened 
screening standards earlier 
year, admitting there 
mag a limit to the number of 
tougher welfare cases it 
could take on 

Getting through to smaller 
companies may be another 
problem. 

While 70 per cent of Wel- 
fare to Work's corporate 
backers employ 500 people or 
fewer, the Coopers & 
Lybrand study found that 
larger companies were gen- 
erally mare receptive to wel- 
fare hirings. 

At businesses employing 
between one and nine 
people, 46 per cent of chief 
executives expressed interest 
in the welfare to work 
schemes: in businesses with 
over 500 employees, this per- 
centage rose to 74 per cent 

Finally, there is the sim- 
mering issue of how sustain- 
able jobs for former welfare 
recipients may be in the 
teture. Mr Segal is the first 
to acknowledge the poten t ial 
problem: "We recognise that 
last hired is first fired,” he 
says. 

This issue came to the fore 
recently when UPS faced a 
big strike, and the Team- 
sters’ union won a commit- 
ment from the company to 
more full-time jobs, at the 
expense of more numerous 
part-time positions. Recent 
welfare hirings, it was 
feared, could be the first 
casualty. 

So far, the company 
claims, that outcome has 
been avoided. Seasonal job 
changes, in particular the 
traditional loss of student 
labour as school terms 
restarted, facilitated the 
adjustments. 


grow in China 


The two biggest US carmakers yesterday announced plans, 
to extend their operations in China, foDowing the foimal 
signing of agreements with Chinese offioalsinNew YoriL 

General Motors, which has been among the most 
aggressive western vehicle manufacturers in us - 

SSSon plans in the People’s Republic, said 
assemble 18,000 cars a year through a joint ^ 
its existing partner in Shanghai. The agreement cajlsfor , 
GM to ship kits for Brack cars to China, where they will - 
be assembled and sold in China and elsewhere in Asia. 

Ford Motor, meanwhile, said it had readied an 
agreement to build engines through a joint venture based 
in Nanjing. 

The new venture is intended to build 150,000 engines a 
year with a capacity of 1.8-2J3 litres. The engines would 
initially be used in vehicles built by Yuejin Motors Group. 
Ford’s joint venture partner for the new engine plant, the 
US company said. Richard Waters. New York 


SAO PAULO 


Unemployment reaches record 


Unemployment in metropolitan Sao Paulo during .. 
September reached its highest level since records started 
I in 1985, according to Dieese, a respected labour research 
organisation. It said total unemployment in the city was ; . 
16.3 per cent during the month, equal to about I.4lm 
people. Some 48,000 jobs were lost in the month, including 
39,000 in the industrial sector; 12,000 were created in the ' 
retail and wholesale sector and 22.000 in services. 

Marcelo Terrazas of Dieese said the figures reflected a 
slowing down in the economy, with retailers and 
wholesalers either cancelling or postponing orders 1 
usually placed in September and October for the busy 
year-end period. Jonathan Wheatley, Sao Paulo 


VENEZUELA APPROVAL 


Sidor stake to be sold 


A committee of Venezuela’s Congress has approved the 
sale of a majority stake in the state-owned steel company 
Sidor, paving the way for Its privatisation before the mid 
of the year. 

The government hopes to have the contract approved 
by Congress’ tell assembly by the end of the week. 

Alberto Poletto. head of the Venezuelan Investment Fund, 
the government privatisation agency,, said the sale of 
Sidor could then take place in the first week of December. 

The congressional committee modified the contract, 
prohibiting the future. owner of Sidor from cutting the 
workforce for a year and requiring a two-year retraining 
programme Raymond CoUtt, Caracas 


FAST-TRACK 


Blow to Clinton’s hopes 


President BUI Clinton's hid for new trade negotiating 
authority appeared to be in trouble yesterday as a bold 
plan to push the legislation through the Senate, before 
going to the House, was caught up in end-of-year turmoil. 

Traditionally, trade bills must first go through the 
House, but it is possible for the Senate to vote on a bill 
first and hold up final passage until a House bill passes. 

However, the path through the Senate is riddled with 
procedural problems. 

Tam Daschle, Senate Democratic leader, has vowed to 
attach campaign reform to every bill which appears in the 
Senate and wifi not make an exception for trade 
te$slatkm- Nancy Dunne, Washington 
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Imagine if global travel were truly efficient. If you could go 
anywhere in the world smoothly. Efficiently. Effortlessly. Imagine 
If vou could app.lv the mileage points from qualified flights of six 


:my iniernauor 


different airlines toward your overall flyer status. (How quickly 
cio vou suppose you would attain elite status then. ) Imagine more 


than I SO airport lounges around the world await 
First and Business Class customers, as well as top-tier frequent 
flyers. And if it’s not too much, we ask vou to imagine the aid 
between SAS. Air Canada, Lufthansa, THAI and United Air 


getting even stronger. 1 he Star Alliance partners are nr 
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Death of Diana, Princess of Wales, contributes to largest decline since 1991 

Big fall in retail spending 


ty Robert' Crote 
fn London 

Spending in the UK's shops 
recorded its biggest one- 
month' fall tor six and a half 
years in September, as the 
death of Diana, Princess of 
Wales, disrupted the nation’s 
shopping habits. 

Retail sales volumes fell 
by a seasonally adjusted 1.9 
per cent last month, accord- 
ing to the Office for National 
Statistics. This was the big- 
gest decline since April 1991 
and much bigger than City 
economists had expected. 

~ The figures are unlikely to 
be of much use to the Bank 
of Engl a nd, the UK central 
bank, when it contemplates 
.whether to raise interest 


rates again next month. In 
addition to the "Diana 
effect", spending patterns 
were distorted by unseason- 
ably warm weather and an 
end to windfall payments 
from savings and. loans insti- 
tutions which have demutu- 
alised. 

Individual retailers 
reported declines In sales of 
anything up to 20 per cent 
following the Princess's 
death. Many shops were shut 
on the Saturday of her 
funeral and trade was also 
depressed in the week 
before. The statisticians said 
there were signs of increased 
spending in florists, book 
shops and record shops, but 
not enough to afreet the 
total. 


Sales volumes fell in all 
categories of retailing during 
September, with the excep- 
tion of "non-store retailing 
and repair", dominated by 
mail order. 

Food sales fell by 03 per 
cent In September, but from 
an unusually high level in 
the previous month. House- 
hold goods sales fell by 5.7 
per cent, but this category 
had been Inflated over the 
previous three months by on 
estimated £400m ($648m) in 
spending from demutualisa- 
tion windfalls. 

Clothing and footwear 
sales also showed a sharp 
decline, with a drop of 2.7 
per cent between August 
and September. The statisti- 
cians said sales of new win- 


ter lines got off to a slow 
start because of unusually 
warm weather. 

These special factors make 
it impossible to extract a 
reliable indication of tbe 
underlying trend. The big 
fall, which will presumably 
be wholly or partly reversed 
next month, will also distort 
tbe three-month on three- 
month comparison which is 
usually used to indicate the 
long-term trend. 

"You have got to disregard 
this report," said Mr Ciaran 
Barr, economist at Deutsche 
Morgan Grenfell. "It was 
totally distorted and so will 
October be as we get a 
catch-up effect." But John 
O'Sullivan, at Nat West Mar- 
kets, said it would be wrong 
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to shrug off the entire 
decline as the result of 
exceptional factors. The 
European Commission has 
reported falling consumer 
confidence in the UK in 
recent months, which would 
normally be associated with 
weaker spending in shops. 


Politics and 
economics in 
Emu standoff 


P olitics may preclude 
UK participation in 
European economic 
and monetary union before 
the next election, but eco- 
nomics may make it Impossi- 
ble for Britain to join later. 

Gordon Brown, the UK 
chancellor, has set a number 
of conditions for entry, 
including a closer alignment 
of business cycles between 
the UK and the rest of the 
EU. However, this may be a 
forlorn hope: the latest eco- 
nomic forecasts suggest that 
the misalignment in the 
cycles, bad as it may be 
today, could get even worse. 

The European Commission 
said last week that the UK 
will have the slowest annual 
growth rate of all EU coun- 
tries next year - just 2.1 per 
cent, compared with 33 per 
cent this year. This follows a 
period during which the UK 
was one of the fastest-grow- 
ing EU countries. UK growth 
tends to be either above or 
below the EU average, but 
rarely around the average 
for sustained periods. 

And there is a political 
consideration peculiar to the 
UK: the popularity. of vari- 


able-rate mortgages. Thus 
the effect of changes to 
short-term interest rates are 
quickly passed on to 
homeowners - and voters. 

This imposes a critical 
constraint the UK will not 
be able to join Emu if inter- 
est rates for the euro, the 
new single currency, are sig- 
nificantly out of line with 
the UK. It was a s imilar ten- 
sion that preceded the UK’s 
ejection from the exchange 
rate mechanism in 1992. 

Short-term interest rates 
in the core Emu group are 
now at 3.3 per cent, com- 
pared with 7 per cent in the 
UK. If the UK were to join 
the first wave, rates would 
have to fall sharply, which 
could create problems such 
as a threat to UK competi- 
tiveness and rising inflation. 

Eddie George, governor of 
the Bank of England, has 
pointed out the risks of forc- 
ing diverse economies 
together: “The one-size-fits- 
all interest rate could result 
in economic weakness and 
unemployment In some 
areas if the European Cen- 
tral Bank pursued a firm, 
monetary policy." 


Phasing problems: how UK and Germany compare 

/Road GDP (annual % change ki four quarter moving average) 
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Britain’s 
economy is 
likely to be out 
of step with its 
EU partners for 
the foreseeable 
future 

Come 2002. business cycles 
are still likely to be out of 
step, except that the relative 
positions could be reversed. 
At present, the economies of 
the continental EU countries 
are at the beginning of a 
strong upswing, as shown by 
the European Commission's 
forecast of annual growth. 

In the UK, by contrast, 
economic growth is forecast 
to fall. The National Insti- 
tute of Social and Economic 


Research, an independent 
think-tank, says there is a 25 
per cent chance of a reces- 
sion next year. Other fore- 
casters are looking towards 
a "soft landing". Either way, 
by 2002 UK economic growth 
and interest rates could well 
be lower than today. UK 
interest rates could also be 
below EU rates, which are 
expected to rise in the next 
few years. 

If the UK were to enter in 
2002, the government would 
risk an unpopular rise in 
mortgage rates, linked 
directly to Emu. Even if the 
government could overcome 
this political problem, going 
into Emu at a low point 
could prolong an existing 
downtum. 

This means that the UK 
might have to wait for the 
next economic upturn - 
which might not come until 
later in the next decade. If 


one believes in harmonised 
economic cycles, as Mr 
Brown does, the best times 
to join would be either as 
part of the first wave in 1999, 
or well after 2002. Since the 
government has in effect 
ruled out joining in the first 
wave, the risk of a long 
delay cannot be discounted. 

Given the continued 
uncertainty over the govern- 
ment's policy towards Emu, 
many UK companies have 
concluded that preparing for 
Emu is a waste of time and 
money. Only a few compa- 
nies may say so openly, but 
tbe general level of prepared- 
ness is one of the lowest in 
Europe. This is unlikely to 
change until the government 
commits itself to a deadline. 

Wolfgang Munchau 
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Small firms ignoring computer ‘bomb’ 


By Alan Cane in London 

Most small and 
medium-sized UK companies 
have computer systems that 
are susceptible to the "mil- 
lennium bomb" but few have 
taken steps to remedy the 
problem. 

Unless they start work 
immediately on modifying 
their systems they could suf- 
fer serious disruption after 
January 1, 2000, according to 
a department of trade and 
industry study. 


The DTI and computer soft- 
ware group Sage carried out 
the study for Taskforce 2000, 
tbe organisation set up to 
promote awareness of the 
problem that will arise as 
systems are unable to distin- 
guish between 1900 and 2000 
at the turn of the century. 

Barbara Roche, minister 
for small companies, warned 
that time was running out. 

“There is still a consider- 
able amount to be done and 
they must not leave it any 
longer," she said. 


The government has 
recently allocated Elm 
to Action 2000, an 
organisation created to help 
companies come to terms 
with the issue. 

Although 97 per cent of 
the companies canvassed 
claimed to understand the 
business implications of the 
bomb, about 15 per cent 
have done nothing to modify 
their software and 45 per 
cent have not even examined 
their systems to check for 
year 2000 compliance. 


Almost three-quarters of the 
companies said their custom- 
ers were not insisting on 
year 2000 compliance, while 
just over half were not 
insisting their own suppliers 
proved their compliance. 

The bomb is the conse- 
quence of software program- 
ming which denotes a year 
with two digits rather than 
four - “97" rather than 
“I 997”, for example. The 
technique ff1pflTlK computers 
cannot distinguish between 
centuries, with unpredict- 


able results. Mr Graham 
Wylie, managing director of 
Sage in the UK, said the 
issue had been portrayed as 
a problem for big corpora- 
tions with large mainframe 
computers running elderly 
software. 

"With more than 90 per 
cent of UK businesses falling 
into the small and medium- 
sized bracket, it is clear that 
someone needs to lead the 
way on the year 2000 issue 
for these companies,” said 
Mr Wylie. 


MPs set 
to probe 
claims of 
investment 
poaching 

By Alan Pike 
in London 

Claims that UK regions are 
poaching inward Investment 
activities from each other 
are set to be investigated by 
a Bouse of Commons com- 
mittee. 

The probe is likely to 
bring into the open growing 
indications of friction 
between Scotland, Wales 
and the English regions. 

A proposal to investigate 
the issue will be put to trade 
and industry' committee 
, members when they meet on 
Wednesday to determine 
their programme of work 
for the coming parliamen- 
tary session. 

Although the final deci- 
sion will be for the foil com- 
mittee, the inward invest- 
ment probe has the support 
of senior members and is 
likely to go ahead. 

The committee’s inquiry is 
likely to be confined to a 
single meeting next month. 
As well as taking evidence 
from economic development 
and inward Investment 
organisations, a minister 
would probably be asked to 
give evidence. 

Margaret Beckett, chief 
trade and industry minister, 
has been asked by Tony 
Blair, the prime minister, to 
resolve the issue. Discus- 
sions between English. Scot- 
tish and Welsh industry 
ministers are currently 
seeking a basis for a "con- 
cordat” to avoid public 
money being spent on waste- 
ful inter-regional competi- 
tion and ensure that finan- 
cial assistance in all parts of 
tbe country remains within 
common guidelines. 

The subject is, however, 
provoking considerable sen- 
sitivity. 

Brian Wilson, the Scottish 
industry minister, stressed 
last week that Locate in 
Scotland, the inward invest- 
ment organisation, would 
“retain Its powers and con- 
tinue its excellent work”. He 
said it operated under a set 
of rules agreed by all UK 
industry departments, and 
"any updating of these pro- 
cedures will only be in Scot- 
land’s interests". 

The timing of the 
committee's investigation 
could prove particularly 
sensitive. A public airing of 
the issues next month would 
coincide with the publica- 
tion of the government's 
policy paper on the E ngl ish 
regions. That will set out 
the proposals for establish- 
ing nine regional develop- 
ment agencies from April 
1999. 

It is expected that the 
English RDAs will give the 
more formally organised 
Scottish and Welsh inward 
investment operations a 
much tougher ran for their 
money. 


UK NEWS DIGEST 

Image ‘impedes 
design exports’ 

Outdated images of the UK may be an obstacle to the 
export ambitions of British designers, according to two 
surveys published today to mark tbe launch of Design in 
Business Week. One shows that UK designers rate their 
work more highly than their customers in other countries 
do. Tbe other suggests they have foiled to convey the 
improvements in the quality of British design to custom- 
ers mesmerised by the country's traditional image. 

“Tartan, tweeds and whisky are not always the best 
background for promoting leading-edge product design," 
said David Rlvett, chairman of tbe Design Business Asso- 
ciation. 

The two surveys were commissioned by the Design 
Council, the government-backed body which promotes 
design in British life. Tbe first survey, carried out by 
JDEO Europe, a design consultancy, shows that interna- 
tional managers with responsibility for purchasing design 
ranked the UK sixth out of nine countries. It fell behind 
Italy, Germany, the US, Japan and France. 

The second survey, by the Design in Business Associa- 
tion. shows British companies are facing difficulties in 
exporting design services such as corporate identity and 
branding. John WUJman 

■ CONSERVATIVE PARTY 

Local government revival urged 

The opposition Conservatives yesterday pledged to 
become “the party of local government", setting them- 
selves the target of a two-fold increase in local authority 
representation in the next five years. The move repre- 
sents a significant break with the past. During its 18 years 
in office, which ended in May, the party put emphasis on 
reducing the power of local government. Archie Norman, 
party vice-chairman, said at the end of the party's 
two-day strategy meeting in the south coast town of East- 
bourne: “We are on the verge of a sea-change in Tory 
thinking towards local government." 

I Local elections will be contested in all English metro- 
politan districts in May 1998, with nationwide local ballots 
due a year later. "We have set ourselves ambitious local 
election targets," said a party official “The upcoming con- 
test is the first crucial staging post on our road to 
recovery." Uam HaUigan 

■ TEXTILES 

Jobs to go at Pringle factories 

Pringle, one of Scotland's best known knitwear producers, 
is to make nearly 300 people redundant because of 
reduced orders as a result of the strong pound. The com- 
pany, the flagship brand of Dawson Internationa], the 
Scottish textile group, said the strength of sterling was 
having a serious effect on orders in Germany, east Asia 
and Japan. Exports account for 60 per cent of total sales. 
Most of Pringle’s employees are at Hawick on the border 
with England and at Berwick-upon-Tweed in north-east 
England. James Buxton 

■ VIDEO GAMES 

Nintendo slashes price by $81 

Nintendo has stepped up the pressure in this year's battle 
for the Christmas video games market by slashing the 
retail price of its Nintendo 64 games system by £50 (881) to 
£9939. The price cut, which takes effect tomorrow, comes 
a fortnight after news that the rival Sony PlayStation will 
hold its price at £129.99 this Christmas, but will be sold 
with a free joystick and memory card worth about £34. 

This level of price promotion has become a critical 
weapon in the fierce competition between Japan’s video 
games groups. Alice Rawsthom 

■ CARE OF ELDERLY 

Authority abandons costs battle 

The north-west England local authority of Sefton yester- 
day abandoned its legal fight over elderly care costs as 
Frank Dobson, the chief health minister, said that more 
than £40m f$64m) of the extra £239m being provided for 
the state health service in England this year will be I 

diverted to social services departments. A scathing report 
from a public spending watchdog has called for more 
cooperation to relieve the need for acute hospital admis- 
sions and to rehabilitate patients at home after hospital 
treatment Mr Dobson has written to tbe heads of all hos- 
pital authorities and soda! services departments outlining 
how the extra funds should be spent Simon Buckby 
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NEWS: UK 


Four Strasbourg MEPs suspended as igibister Blair is jeered on visit L ondon futures 

Government hit bv iitther nrobltffe<M Eui 


By John Kampfnor 
in London 

Government dlfUcuItlea over 
Europe intensified yesterday 
when four Labour members of the 
European parliament were 
suspended and Tony Blair, the 
prime minister, was booed on a 
visit to the London International 
Financial Futures Exchange. 

Mr Blair’s visit to the City was 
maned by harirwngr from traders 
following the fall in stocks on 
Monday, caused by confusion over 


policy towards European mone- 
tary union. 

A Liffe official described the 
boos as “Ironic". He said traders 
wme joking and that Mr Blair , 
who was accompanied by three 
Commonwealth beads of govern- 
ment, had received a “very warm 
reception”. 

The prime minister's office dis- 
missed a Renters report on the 
event as “unbalanced” and prid 
the reception was “overwhelm- 
ingly warm”. Observers on the 
floor said the booing and cries of 


“sell" appeared to be light 
hearted. 

Gordon Brown, the chancellor 
of the exchequer, said he will 
make a statement to the House of 
Commons, after it returns next 
week, setting out_the govern- 
ment’s position in an attempt to 
allay concern in the City and else- 
where. 

The four leftwing MEPs were 
Biigpmriflri for rftf hmng to toe the 
party line in a move that could 
lead to confrontation with the 
European 


Jose Miaria Gfl-Robles. the par- 
liament's president, agreed to ask 
its rules committee to investigate 
whether the move violated the 
privileges of MEPs. Procedures 
stipulate that MEPs “shall not be 
bound by any instructions and 
shall not receive a bind ing man- 
date". 

The rebels were given until mid- 
afternoon yesterday to accept an 
ultimatum preventing them from 
criticising government policy, 
notably the decision to hold the 
UK's next European elections 


vr * •' • •, 

under proportional represents- 

Leftwingers predict tha t Mr 
CTair will use the new system to 
weed out recalcitrant MEPs who 
have defied the official line. The 
leadership has long wanted to 
bring MEPs under the same tight 
control now imposed on UK 
Labour MPs. 

The four - Ken Coates, Hugh 
Kerr. Alex Falconer and Michael 
Hindley - were told they were no 
longer welcome at meetings of the 
62-strong Labour group in the 


European paihament, tbe 
of any country. Wayne David, ne 
leader of the Labour group who 
carried out the suspeisfors, «ncL 
-This js not s ome t hing tha t we 
like doing but wethinfeit very 
important that Labour MEPs, Wee 
everyone else in the Labour party, 
accepts collective decisions and 

procedures." Labour’s latest code 
of conduct prevents manners 
from public discussion of any 
aspect of the party selection iffo- 
cedures" which are a matter for 
internal discussion”. 


Government to push for 

wave and wind power 


By Leyta Bouton 
In London 

Tbe government is to reject 
pleas from the solar power 
industry for millions of 
pounds in subsidies and 
push frxteqd for an increase 
in wave and offshore wind 
power, MtehaOl bleacher, the 
environment minister, said 
yesterday. 

Mr Mftflc hffr said that pub- 
lic spending constraints in 
the near future ruled out a 
big increase in subsidies for 
solar energy. Manufacturers 
of solar equipment have 
sought £lSm ($29m> annual 
support in ret u rn for which 
they have pledged to invest 
£100m in manufacturing 
capacity. 

Mr MaiwTiw said that solar 
power was still “too expen- 


sive” In relation to wind 
power and would come into 
its own only in five or 10 
years' time. His comments 
directly contradict a call he 
made before the general elec- 
tion in May for early support 
for solar power. They appear 
to foreshadow the result of a 
government review of renew- 
able energy policy to be pub- 
lished early next year. 

Mr Mea Cher’s comments, 
which dismayed Greenpeace 
and other solar industry lob- 
byists, coincided with a big 
push yesterday by the gov- 
ernment to encourage more 
companies to embrace com- 
bined heat and power. 

This is an extremely effi- 
cient method of electricity 
generation that produces 
heat and enables companies 
which instal it to sell sur- 



plus electricity. 

Along with support for 
renewables and changes in 
transport policy, CHP is one 
of three pillars of the govern- 
ment's emerging strategy for 
achieving a 20 per cent cut 
in emissions of carbon diox- 
ide, associated with climate 
change. 

Richard Morse, head of 
electricity at Dresdner Kl ein- 
wort Benson, the investment 
bank, told a seminar of 
Industrialists organise d by 
the government that CHP 
made financial sense for 
many companies. 

Mr Morse said that every 
1000MW of CHP .plant 
installed could reduce car- 
bon emissions by lm tormes pa 

JJJJILJJJL *** Alan Sugar (left), founder erf the Amstrad computer group, returned to his school yesterday to talk to staden te. He w as 

more than doom per year. , byGordon Brown, chancellor of the exchequer, as part of a government-backed tour promoting enterprise 


Unit trust industry queries regulator’s competence 


By Jonathan Guthrie In London 

The Association of Unit Trusts 
and Investment Funds, which rep- 
resents the £140bn unit trust 
industry, has raised “considerable 
concerns" about the competence 
of some staff expected to oversee 
the sale of ftnanriitl products to 
the public within the planned 
super regulator, Newro. 

The comments, nmrin by Autif 
director-general Philip Wariand in 
an Interview with the FT, come at 


an embarrassing time for the 
main City regulator, the Securi- 
ties and Investments Board. Next 
Tuesday it will formally launch 
Newro, which is set to replace 
both itself and eight other regula- 
tory bodies. 

The bulk of sales of financial 
products to the British public is 
monitored by some 126 staff 
employed by the Personal Invest- 
ment Authority, the retail regula- 
tor. Most are expected to continue 
in the same role as employees of 


Newro when it begins its 
operations in the spring. 

But according to Mr Wariand, 
most of them joined the PIA from 
Ufe insurers, which meant they 
understood insurance policies but 
wee not, in his opinion, as well 
qualified to deal with some other 
types of investments. 

This was inadequate, he said, 
because non-insurance investment 
products, like unit trusts, make 
UP b»tf the sales of many interme- 
diaries regulated by the PIA. 


In contrast, he added, the staff 
of two other regulators - the 
Investment Management Regula- 
tory Organisation and the Securi- 
ties and Futures Authority - 
“understand investment and have 
a better idea that the business is 
not wholly transaction driven.” 

Imro and SFA employees moni- 
tor a much smaller proportion of 
retail sales than the PIA and are. 
thus, likely to be thinly repre- 
sented within the proposed super- 
visory division of Newro. 


Richard Cockcroft, head of mar- 
ket practice and training and com- 
petence at the PIA said: “Our staff 
participate in wide-ranging, con- 
tinuous training and many of 
them are highly qualified-.! sus- 
pect these criticisms are based on 
just a few unsatisfactory experi- 
ences.” 

But according to Paul Kafka, a 
spokesman for Fidelity Invest- 
ments, one of the UK's biggest 
retail fund managers, Mr Wariand 
“is definitely articulating the view 


of the unit trust industry.” Mr 
Kaflca said that PIA monitoring 1 
staff “need to be managed care-; 
fUHy within Newro. “ 

Bridget Cleverly, marketing 
director of Schroders, the UK's 
biggest unit trust company, said 
some PIA staff had in the past 
lacked “a technical grasp of 
investment products.” She 
suggested special training but 
wait on to add: “I do not agree 
with blanket criticism of these; 
officials." 


Ministers 
draw back 
on cuts to 
Oxbridge 

By Simon Target* and Mn 

Kampfner in London 

The govefitortot is* in™** 
back from plans ty aMg 
the special ftnanetal Pri*?- 
leges of Oxford andpapr 
bridge universities after a 
rearguard action by o®* - 
demic officials. . - : 

Ministers la st mon th, 
suggested they wanted*** 
scrap £35“ <»7m) extra 
funding which pays for the 

universities' elite college 
and one-to-one tutor** 1 

systems. ™* : 

Oxbridge .student £2,000 
more than students at otfcer ; 

UK universities. 

ptffher educatio n fac es a 
£3bn funding shor tfall by 
2000-2001, and the gove ra- 
ment is reviewing ways to 
re-direct foods to th e most 

cash-starved institutions, . 

A senior govern ment dfr 
dal said: “The universities 
have said some p ositive 
cm access in re cant 
days which Is just the sort 
of fhfrig which minister* 
have been looking for f«r 
some time.” — • 

Cambri dge University this 
week unveiled plans ‘ to 
increase the proportions 4rf 
state school yopQs from g2 
per cent to 68 pro* cmL.aajL. 
reduce the proportion of fen* ■- 
paying independent 
pupils to 82 per . bent S’? 1 

The Financial Tiafi*- 
repwt e d ta-Sepimnh«r 
the government wanted', w 
phase out the ftudfag . A. 
minister said at the time, 
that “with the entire sector 
facing a squeeze,- tftlMtina- 
ing increasingly ffiOcntt'to 
defend a system wMchjJves 
extra money to the ritifVv 

But the colleges bdvebcAi 
engaged to intense lobby fag, 
and a senior goyarikmAri: 
official said mtnteter* “are 
listening to - rWM*'" Ufa 
colleges are sayihg". . 7 

Heads of Oxbridge col- 
leges have warned mfaristes 
that a funding ert would 
force them ; to ; ' become 
“smaller, private- institu- 
tions”. Some threatened to 
dose graduate programmes, 
undermining their Interna- 
tional reputations. ■■ 
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What does it take to connect to places in Asia, Europe, the Americas and 
all other parts of the globe? It starts with a firm understanding of local 
ideas, people , and places. It's also about superior sendees and cherished 
commitments. And as a world-leading telecom company from Japan, 
we’re now bringing you the means to connect globally by providing 
reliable, full-scale services. 

Global System Integration — NTTs sophisticated corporate 
infocommunications networks for multinational companies around the 
world, handled through our 13 worldwide system integration offices, 
3 of which are located in Europe (London, Paris, and Diisseldorf) . 

Overseas Carrier Business — ■ Establishes much-needed 
telecommunications networks in countries throughout Asia, such as 
Thailand, the Philippines, Indonesia, and Sri Lanka. NTTs participation ■ 
in the Malaysian Multimedia Super Corridor (MSC) project and the. 
19-member Asian Multimedia Forum (AMF) are just two of our recent 
activities to develop advanced multimedia systems. 

Global Communications Services — In September this year, NTT 
subsidiaries and associates began providing end-to-end/ global 
communications services via a high-speed infocommunications highway 
connecting Europe, the U.S., and Asia— including- Japan. • 






TORY' 


Connecting the world through multimedia 

1 1 1 t 


wwwmttinfo 41 tLco.jp 













12 


financial times 


TECHNOLOGY 


A new music CD format supplies textual information, writes George Cole 


Worth Watching • AndrgwJBgjtter 


M usic CDs that you 
can read as well as 
listen to will be in 
the shops from next 
year. CD Text is a new format 
that adds text information to a 
conventional audio CD. The sys- 
tem is no relation to the various 
recordable compact discs becom- 
ing available. 

CD Text is an extension to the 
existing audio CD format, devel- 
oped by Philips and Sony in the 
1980s. It will allow a new genera- 
tion of CD players to display text, 
which could include the track 
title, album title and artist's 


Listen with your eyes 


name. 

The idea of adding extra infor- 
mation to music CDs is not new: 


The new format is 
fully compatible 
with the 500m 
audio CD players 
worldwide 


written into the original CD spec- 
ification is a system known as 
CD Plus Graphics (CD+G). which 
purs teletext-type graphics and 
text on a television screen. But 
CD+G failed to take off, except in 
Japan, where it is used for 


karaoke, as it involves singing 
along to the backing track of a 
song while reading the lyrics oft 
a television screen. 

But CD Text is different, says 
Mike Masdroyiannis, Philips 
audio products strategy manager 
“It costs little to add test to a CD, 
about $10,000 (£ 6 . 200 ) in produc- 
tion costs. What's more, the discs 
can be produced on existing CD 
lines, and it costs the CD manu- 
facturer only about $1*500 to add 
a CD Text encoder to his existing 
equipment." 

The text data is stored on an 
area of the disc that holds extra 
information known as sub-code 
data. On today's music CDs, very 
little sub-code data is used - it is 
devoted mainly to showing time 
and track information. 

CD Text is fully compatible 
with the 500m audio CD players 
worldwide, which will ignore the 
text and play the music as nor- 
mal. in spring 1998, a number of 
manufacturers will be launching 
a new generation of CD Text- 
compatible players, including 
Sony. Philips. Denon, Aiwa and 
Kenwood. 

The new players will have 
built-in text decoders and LCD 
screens that are larger than those 
found on today's CD players. 
PolyGram and Sony Music 


fwv FW42EMTT MAWAS0 TO GE\ TUflR 
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will be launching CD Text 
titles. 

Some CD Text players will 
have simple eight-character dis- 
plays. with a scrolling facility, 
while others will have multiple- 
line displays for showing more 


information. The new CD players 
may even have video output 
sockets, allowing the text infor- 
mation to be displayed an a tele- 
vision screen or computer moni- 
tor. 

The CD Text format offers 


optional features, including the 
ability to display scrolling lyrics 
and a system for highlighting 
part of a track - known as high- 
light scan. Many CD players 
already offer a scanning facility, 
which allows the user to hear the 
first 10 or 20 seconds of a track* 
before the player moves on the 
next track to repeat the process. 

However, highlight scan makes 
it possible for a CD producer to 
electronically mark any portion 
of the song for playback, such as 
the chorus. 

Supporters of CD Test say the 
feature will be especially useful 
for owners of multi-disc CD play- 
ers, some which can store more 
than 100 discs. The text informa- 
tion win make it easier to find a 
specific track or disc. Record 
stores could also use CD Text to 
tell customers the artist name 
and the track title being played 
in the shop. CD Text data can 
also be broadcast by radio and 
received by car radio tuners with 
a text facility. 

Mr Masdroyiannis admits that 
the introduction of CD Text has 
been driven by the hardware 
companies: “The compact disc 
market is a mature one. and this 
is just one way of making it even 
more attractive to consumers," 
he says. 








Ozone loss feeds 
back into weather 


The Force is with us 


T he dictionary definition of 
water is a liquid without 
colour, taste or odour. If 
you thought there was not much 
else you could do with it other 
than drink it, wash with it or sail 
on it you would he wrong. 

A US company Is using a 'form 
of water to enhance car engine 
performance, and to cut the cost 
of production of ethylene, one of 
the basic b uilding block 
chemicals. It is also being used as 
a laundry additive and there 
could be medical and biological 
applications. 

It was a researcher working for 
American Technologies Group 
(ATG) in Monrovia. California* 
who discovered an anomalous 
form of ice which is stable at 
room temperature. Shui-Yin Lo 
used solutions of ions to produce 
an electrically charged form of 
water, dubbed IE Crystal, which 
formed globules of water 


Willia m Macdonald on water 
with a catalytic effect 


invisible to the naked eye. 

Water is a polar molecule: that 
Is. one end of the molecule has a 
slight positive charge while the 
other has a slight negative 
charge- The formation of the IE 
Crystal exploits this effect. The 
water molecules form alternating 
negative and positive layers 
around a positively charged ion - 
an effect which has been termed 
“nanotricity". This gives the 
water a pseudo-crystalline or 
solid structure, even at room 
temperature. 

The result is a unique 
substance which, once formed, is 
surprisingly stable and can even 
be filtered, packaged and sold. It 
is being marketed as The Force 
in the US. where it is used to 


boost car engine performance by 
decoking the engine. The IE 
Crystal has a catalytic effect 
which encourages a “more 
complete bum” of the fuel. 

The same principle applies to 
its use in the furnaces of steam’ 
crackers, which are used to 
produce ol efins such as ethylene 
and propylene. "It looks pretty 
much like regular water," says 
Grant Shields, vice-president of 
technology of KTL a subsidiary 
of Mannesmann in Germany. 

RTFs core business is the 
design and construction of 
process plants and hydrocarbon 
steam cracking facilities. It 
recently signed a joint research 
and development agreement with 
ATG over the IE Crystal 


technology. “The decoking of 
cracker furnaces is a pretty 
active area of research, with 
people looking at techniques 
such as the injection of chemicals 
to inhibit coking," he says. 

An ethylene cracker can be run 
for one to two months before it 
must be taken down, and two to 
three days spent decoking the 
fizmaces. A study, tarried out by 
Selim Senkan, a professor of 
chgmingi engineering at tho 
University of California in Las 
Angeles, has found that the IE 
Crystal can reduce the 
build-up of coke by a factor of 
four. 

“Once we get the data and 
have had a chance to look at it 
we will then start looking at the 
economics of the technology and 
start talking to operators," says 
Mr Shields. KTI could offering 
the process commercially within 
six to 12 months. 




Every spring to the Antarctic, a 

man-made “ozone bole" opens 
in the stratosphere (npper 
atmosphere), reducing 
protection against the son s 
ultraviolet rays and increasing 
the risk of skin cancer. 

The Arctic suffers too from 

depletion of stratospheric 

ozone, which is caused by 
pollutants such as CFCs. But 
the effect has been less severe, 
partly because the period of 
ozone loss has tend ed not to 
persist into the spring. 

This may be ch angin g with 
the weather, according to 
research by Markus Rex of the 
Alfred Wegener Institute of : 
Polar and Marine Research to 
Potsdam. Germany, and 
colleagues. 

In an article to today’s 
Nature, they say the unusually 
cold Arctic winter of 1995-96 
saw the highest chemical ozone 
loss observed over the region, 
partly because the losses 
extended Into spring. 

They say the balance between 
two counteracting mechanisms 
operating at different altitudes 
- one reducing ozone loss and 
the other increasing it - may 
be determined by small 
differences in winter 
stratospheric temperatures. 

The study comes a few weeks 
after an international research 
group warned of a possible 
feedback effect in northern 
Europe, with the ozone hole 
causing colder weather, which 
in turn helps to destroy ozone 
even faster. 

Alfred Wegener Institute, 
Germany (Markus Rex): e-mail 
mrex{Sawi-potsdam.de 


hair of next year whicfi * 
claimed to be cheaper. s^ler 
to install and moreretobk? 
than existing tracking 

Conventional GPS location 
devices need at least 
satellites to be vuabfe. to 
a usable “Ox" on their position. 
In contrast the device from 
Suacetrac, which * exploiting 
technology developed by Eagle 
Eve Technologies of the U5, 
needs only one satellite to most 

circumstances. - 

The mobile unit returns a 
signal to the satellite from 
which the base station can 
measure the satellite’s relative 
distance and speed, and 
compute the mobile unit s 

P< The°tiacking devi ce, wh ich is 
about the size of a cigarette 
packet, is aimed mainly at the 
vehicle security systems 
market. * _ 

Toad, the UK company which 
has European rights to - 
distribute the Spacetrac 
product for vehicle use, expects 
it to cost less than £150 for the 

US 7had UK. - to/ {0)1233 214555, _ 
fax (0)1223 314844: web 

vnmo.eagle-cyc-tech.com 


Adhesion process 
protects metal 


A technique for preparing and 
protecting metal surfaces, 
claimed to provide significant 
environmental and energy 
saving benefits, has been 
announced by Brent 


chemicals company. 

Unlike some conventional 
anti-corrosion and preparation 
methods used in automotive 
and other industries, the new 
pre-treatment technique does . . 
not use chromates, other heavy 
metals or phosphates. 

It involves applying a . 
w el l-known chemistry for 
promoting adhesion. 

The product attaches itself to 
metal and coating molecules, 
almost like a chain with a book 
on each end. 

Pull industrial trials are 
beginning, and follow three 
years of research by the UK 
chemicals company and the 


Transmission electron microscope 
photogr ap hs of IE crystals 
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As we enter a period of significant 
change, this one day conference 
organised by the Foreign Banks 
and Securities Houses 
Association represents a rare 
opportunity to hear senior members 
of the international banking 
community discuss key strategic 
issues including: 


Securities Houses 
Association (FBSA) 




Initiative; fagtr-porformaoce computing: 
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LONDON 


BANKING 


COM ER E \( I 


The London Banking Survey - A presentation and debate 
of the key findings of an extensive study, 
undertaken by Deloitte & Touche, into the foreign banking 
community's activities in the United Kingdom, urith special 
emphasis on strategic issues. 

Monetary Policy In Europe - Quo Vadis - Senior European 
central bank governors give their views and debate the future 
direction of European Monetary policy. 

What Service - Which Bank? - How will the increasingly diverse use 
of financial services beirtg used by institutional clients change their future 
relationship with their banks 

• Global relationship bank v niche provider 

• The future for the relationship orientated foreign bank in London 

• The effect of die EURO. 


27th November 1997 
Guildhall London 
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The conference fee for attendee* will be £275.00 (+ VAT for FBSA members and £375.00 


i+ VAT) for no d- members. 


Over 200 senior international bankers 
have already registered- 


Sir Samuel Britton, 

Financ'd Times 
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David Robins. 


For further information please complete the form below and either send or lax it to: 

Tim jghs gjh-wi. Communications PaMaersinp (FBSA Secretariat), 

29 John Adam Street, London WC2N 6HX. Fax No (+44) 171 930 3632. 
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e have been living 
for long enough in 
the post-cold war 
world to have 
developed an 
entirely new set of cinematic 
cliches:. In place of totalitarian 
monsters who want, to rule the 
world, there are demented free 
marketeers who want to sell it; the 
soft Byzantine drones of broken 
eastern Europe have displaced the 
triumphs list scores of Soviet 
supremacy. Most importantly, the 
bad guys, want much the same as 
the defenders of the free world: the 
biggest Mercedes and slickest lap- 
top in town. 

The baddest guy in Mimi Lector's 
The Peacemaker, however, has the 
most primitive of motivations: 
revenge He is a victim of the war 
in Bosnia and devises a fiendish 
plan to make the American people 
- or at least a couple of blocks In 
New York - pay. He broods at 
home playing Chopin, staring 
moodily at the scarred landscape 
all around, but his resolve declines 
to falter. An artistic sensibility 
only takes you so far. 

Half a world away, intelligence 
officer Thomas Devoe (George 
Clooney), and nuclear scientist 
Julia Kelly (Nicole Kidman) jostle 
with gusto as they try to explain a 
mysterious nuclear explosion in a 
remote section of Russia. She is 
tall, dark, handsome, rational, 
authoritative. He is over-emotional, 
sentimental, “a talented soldier 
with sloppy impulse control", in 
Kelly’s scathing summation. This 
is a pleasing inversion of stereo- 
type, and there are some waspish 
exchanges as Leder, a veteran 
director of television's ER, estab- 
lishes an impressively fluent pace 
early on. • 

But this is an action picture: and 
soon Michael Schiffer’s subtle(ish) 
screenplay has to make way for 
crashing limos in Vienna, hellish 
helicopter rides, and a credibility- 
stretching chase through New 
York. The too-cool Kelly ("Do not 
proceed without authorisation!") 
learns about the serious business 
of death; jumpy Devoe (“Let's rock 
and roll!") begins to appreciate the 
need for discipline. Why does this 
have the feel of an internal Ameri- 
can foreign policy debate? 

Absurdly, our heroes first mas- 
termind, then execute the saving of 
the world. But it is churlish to 
complain. This is a superior action 
movie, featuring real emotional 
responses and at least a morsel of 
moral complexity which is rare in 
the genre. Much credit to Clooney, 
who has perfected his head-down, 
eyes-up look of longing to a lucra- 
tive art; and to Kidman, who has 
tough-b ut-tend er to a tee. Most of 
all to Leder, who keeps her protag- 
onists' hands off each other until 
they fall into a climactic post-bal- 
listic embrace of some understand- 
able intensity. 

★ 

If the theme of gender-role inver- 
sion provides a hefty sub-text to 
The Peacemaker, it springs trium- 
phantly to centre-stage in the 
week’s best film, Alain Berliner’s 
Ma Vie En Rose. Ludovic (Georges 
Du Fresne, quite wonderful) is a 


ARTS 



A pleasing inversion of gender-role stereotype: George Clooney and Nicole Kidman in The Peacemaker 1 

i Cinema /Peter Aspden 

Morsel of moral complexity 


mven-y ear-old boy who dreams of 
f>eing a girl. All seems innocuous 
mough at first: be waddles amus- 
ngly in front of the new neigh- 

E ours in his mother's red high 
eels; he pouts and dances in front 
f the mirror; he dreams inno- 
Icently, but obsessively, of his doll- 
|cum- television star heroine, 
Pam”. 

But when he begins to make eyes 
[at his father's boss's son, promis- 
ing to marry him “when he 
becomes a girl", tensions rise. The 
fragile harmony of this prosperous 
corner of wholesome suburbia is 
gradually threatened, as friends 
and neighbours are forced to con- 
sider their own reactions to Ludov- 
ic's increasingly unsettling japes. 

His father briskly marches him 
off to play football, with predicta- 
bly painful results: his mother, 
more understanding, agrees to take 
him to a child psychologist, whose 
bland questioning makes scant 
impact on Ludovic’s sumptuous 
dream world. His family, support- 
ive at first, slowly begins to doubt 
him, and finally virtually disowns 
him. 

It is hard to believe that this is 
{director Berliner's screen debut, 
[such is the assurance with which 
[he (literally) darkens the tone of 


A t the Theatre Royal, Hay- 
market six excellent act- 
ors find themselves in a 
pickle. The pickle is 
Edward Albee’s 31-year-old play, A 
Delicate Balance. 

Or no, no! - rather, one might 
call it a cut-glass salad bowl, with 
soggy leaves at many levels, not 
perhaps by intention, quite possi- 
bly not even probably, but cer- 
tainly constituting, if one may so 
speak (leaving everybody and 
indeed anybody else to attach their 
own quaint, and no doubt whimsi- 
cal meanings to the action), grisly 
challenges to the actors. Which 
reminds me, by some circuitous 
route, of something else rather illu- 
minating; bnt I shall choose, 
quaintly and even whimsically, not 
to confess anything about that. 

A little of that style goes a long 
way. A Delicate Balance has a lot of 
rt, and it goes hardly any way at 


his touching tale. He is helped by 
superb performances by Michfrle 
Laroque and Jean-Philippe Ecoffey 
as Ludovic's embattled parents, 
frustrated and lost in a world in 
which innocent reverie is the har- 
binger of disaster. 

THE PEACEMAKER 

Mimi Leder 

MA VIE EN ROSE 

Alain Berliner 

A LIFE LESS 
ORDINARY 
Danny Boyle 

DARKLANDS 

Julian Richards 

Berliner’s lightness of touch 
ensures that he never overplays 
his theme: the neighbours who 
finally drive away Ludovic's family 
are not portrayed as unfeeling 
monsters, but as Camilles dealing 
with their own problems: a dead 
child, an insecure marriage. It is 
this emotional brittleness which 
forms the core of the film. The 
occasional fantastical incursions 


into Ludovic's dream world act as 
a reminder that we are dealing 
with the gentlest of unorthodoxies; 
but the power of this intelligent, 
humane film lies in its careful 
scrutiny of the devastating conse- 
quences. 

* 

It is a cinematic truism that every- 
one thinks they can do romantic 
comedy: actors who need to boost 
their charm rating with the public; 
writers who get the chance to do 
sex and jokes; directors who think 
they can get away with an infinite 
amount of whimsy, and maybe dis- 
cover a new Audrey Hepburn in 
the process. 

So no surprise to see the genre 
attract the Trainspotting team - 
director Danny Boyle, writer John 
Hodge, producer Andrew Macdon- 
ald - who must have thought they 
could revitalise the formula with 
their idiosyncratic blend of hip 
humour and striking visuals with 
A Life Less Ordinary. Add the win- 
ning combination of Ewan McGre- 
gor and Cameron Diaz, both in 
good form, and what could go 
wrong? 

Plenty. For the golden rule of 
romantic comedy is immutable: 
first the romance, then the com- 
edy. If the central relationship is 


not conveyed with scrupulous 
attention to detail, then we do pot 
care; and if we do not care, the 
jokes aren’t funny. 

McGregor is the inept loser who 
kidnaps spoilt rich girl Diaz and 
sets off on the road. Holly Hunter 
and Delroy Lin do are the "angelic 
operatives" dispatched from 
heaven to make them fall in love. 
But the logic of the celestial inter- 
vention is half-heartedly developed, 
the relationship between McGregor 
and Diaz insufficiently combusti- 
ble. Worst of all, the film sags 
badly in the middle as Boyle 
resorts to slapstick, as if realising 
his principals are not cutting it. 
And nothing is as embarrassing as 
a cute ending to a romantic com- 
edy gone wrong . . . 

* 

Darklands is a daft story of post-in- 
dustrial paganism and Welsh 
nationalism and - this could have 
been good - the links between the 
two. The soundtrack is intriguing, 
but the script miserable and the 
direction heavy-handed. Possibly 
worth catching for former Welsh 
international rugby player Ray 
GravelTs cameo as a frightening 
gypsey (sic) welder, which is not 
half as frightening as his tackling 
used to be. 


Theatre/David Murray 


An overdone delicacy 


all. The generating idea for the 
play, which won a Pulitzer prize, is 
what we see, and as an idea it was 
seriously promising. The life-style 
of an almost-elderly, well-to-do cou- 
ple, semi-retired to Connecticut, is 
fractured when Edna and Harry, 
jtheir “best friends" of 40 years' 
standing, descend upon them. 

Not. as it turns out, just for a 
visit, but to move rn; because they 
have been overwhelmed by “the 
terror", and desperately need sup- 
port - children gone, occupation 
done, meaninglessness. Where else 
to turn. If not to their best friends? 

A1 bee might have devised a dra- 
matic action to develop that vision. 


testing the bounds of friendship, 
loyalty, communality among a cer- 
tain class of a certain age. 

I nstead be was content to lay 
down the bare structure, and 
titivate it with elaborate 
monologues in (one guesses) 
his own donnish voice - ultra- 
grammatical subclauses, wry qual- 
ifications, n agging repetitions. The 
situation does make itself felt, but 
oh! through what horrendous ver- 
bal thickets! 

Eileen Atkins and John Standing 
are the beleaguered hosts. Agnes 
and Tobias. She gets the most tor- 
tuous monologues, and delivers 


them with dogged smoothness, too 
unhesitatingly for any second 
thought - there are a lot of those - 
to sound anything but pre-pro- 
grammed. He is good at looking 
innocently pole-axed, and is occa- 
sionally rather moving. 

Edna and Harry are Annette 
Crosbie. bright-eyed and tidy, and 
James Laurenson, whose first 
stammering admission of why they 
have come is a rare moment of 
human revelation. There are also 
two semi-detached characters, 
Tobias’s dipsomaniac sister Claire 
(Maggie Smith), a permanent 
guest, and his and Agnes’s daugh- 
ter Julia (Sian Thomas), returning 


wounded from her fourth marriage 
to find Harry and E dna occupying 
her room. 

Thomas adds a welcome note of 
frank outrage and distress to the 
proceedings. Dame Maggie is as 
always delightful to watch and 
hear (though her American accent 
hails from some hitherto undiscov- 
ered state): not the cheerful boozer 
that Elizabeth Spriggs gave us in 
the first London production 30 
years ago, but something fey and 
lizard-like, subtly disruptive. 

Director Anthony Page has mar- 
shalled this logorrhoeac piece as 
expertly as one could fairly expect. 
It remains a mystery why a house 
that boasts such a sumptuous 
drawing-room (designed by Carl 
Toms), Corinthian pillars and all, 
should have only three bedrooms. 


Theatre/Sarah Hemming 

Wartime crisis 
of confidence 


F or many of us. the 
Fa lk lands War has 
dimmed Into a faint 
memory, but Mere- 
dith Oakes brings it bursting 
back to life with her mor- 
dantly funny, dark new play. 

Faith is set “in a remote 
island farmhouse at a time 
of war”, but given the posi- 
tion of the island, tbe nature 
of the war and the language 
of the enemy, it is pretty 
clear which conflict she has 
in mind. Oakes uses the 
tatty farmhouse kitchen to 
examine the moral - or 
immoral - business of war, 
chiefly through the figure of 
Sergeant Toby Spiers 
(Howard Ward), in whom the 
conflict has precipitated a 
crisis of faith. 

For all his protestations 
that “the British fighting 
man is the most highly 
organised of men”, the ser- 
geant's belief in his call has 
clearly already taken a 
knock when the play opens. 
He fusses around the 
kitchen in which he and his 
men have taken up resi- 
dence. washing mugs and 
talking to Himself about not 
wanting more killing than is 
“strictly necessary”, to the 
evident disgust of his lance 
corpora], a vicious, furious 
man driven wild by bis supe- 
rior's equivocating stance. 

Things come to a head 
when an order comes 
through to shoot an Ameri- 
can mercenary who was cap- 
tured fighting for the other 
side. Scared that this might 
amount to cold-blooded mur- 
der, Spiers is suddenly faced 
with the awful possibility 
that the noble cause for 
which he has been fighting 
is no such thing. From then 
on he is in free falL 
The sergeant's rumina- 
tions form the centre of the 
play. But while he labori- 


ously works out that if be 
had no belief in those giving 
him orders, his mission 
ceases to be sanctified and 
becomes empty violence. 
Oakes sets his crisis in con- 
text by drawing a bleak, 
blackly funny picture 
around him of the mess and 
absurdity of war. 

She ranges preposterous 
details (the soldiers eat their 
di nner at 10 am; along side 
gruesome accounts of the 
fighting Tbe conversation of 
the sleep-starved privates 
(Jimmy Gallagher and Cal- 
lum Dixon, both wonderfully 
convincing and funny) see- 
saws from foul-mouthed ban- 
ter to the real observation, 
as they struggle to hold their 
own in a sea of madness, 
rendered worse by their 
leader's confusion. 

T he situation is given 
an extra twist by 
the presence of San- 
dra, owner of the 
farmhouse. A housewife 
uprooted from riot-torn Brix- 
ton for peace and quiet. San- 
dra (a delightfully hard-bit- 
ten Elizabeth Chadwick) 
does not display the looked - 
for gratitude at being saved 
by a bunch of louts who 
tramp mud and blood 
around her kitchen. 

Meanwhile, the cold war 
between Spiers and tbe lance 
corporal threatens at any 
moment to explode into vio- 
lence. If there is a flaw, it is 
that the conscience-stricken 
sergeant takes so long to 
arrive at his conclusions 
that we begin to sympathise 
with his rebellious lance cor- 
poral. But this is an impres- 
sive. bitterly funny play. 

Continues at The Royal 
Court Theatre Upstairs, 
Ambassadors, London WC2 
(0171-565 5000). 


Dance/Clement Crisp 

Wild boy blues 


Theatre Royal, Haymarket, Lon- 
don SW1 (0171-930 8800). 


I t would be good to 
report that the opening 
of this year’s Dance 
Umbrella festivities was 
cause for rejoicing. The 
Umbrella shelters the good, 
the bad, and the soul-numb- 
ingly indifferent in modern, 
postmodern and even post- 
postmodern, dance. With 
Stepben Petronio’s troupe 
(to whom fell the honour of 
the first performance) we 
find the exasperating, too. 

Dance Umbrella owes 
everything to the artistic 
taste and administrative 
skill of Val Bourne. So 
Petronio's initial piece at the 
Queen Elizabeth Hall on 
Tuesday night paid nice trib- 
ute to ber in its title, 
ReBOURNE, if not in its 
steps. Petronio’s reputation 
here, as in his native Amer- 
ica, is as dance's Wild Boy. 
its enfant terrible. Alas, he is 
enfant no more, but much of 
this programme was terrible. 

There were the usual 
Ingredients of ear-alarming 
din or fearful noise: the 
yowling of Diamanda Galas 
for Number 4 would delight 
an audience of tom-cats. 

( Number 4 itself, in which 
four chaps explored the 
delights of synchronised 
catatonia, would delight an 
audience of undertakers.) 


Some of the costuming had 
the air of being badly fright- 
ened by a display of negli- 
gee; the rest was merely 
unflattering. 

Petronio's companions 
varied in performance-man- 
ner from convincing to 
improbable. The choreogra- 
phy went its predictable 
way, with bursts of energy 
and Sahara-stretches of dull 
posturing. Petronio offered a 
new and unenterprising solo 
which looked as if his imagi- 
nation were stuck to the 
floor. In another piece, gen- 
erously wired, he leaned 
over the stage in a slowest- 
motion fall. His companions, 
in shiny black cover-alls and 
gauzy bits, were Carabosse's 
retinue in a kinky Sleeping 
Beauty. 

It was an arid, desperate 
show until the last piece. 
Lareigne. in which white- 
clad dancers (Petronio's 
wilis, but wilis stripped to 
their inexpressibles, of 
course) were caught in fast, 
intriguing, ghostly encoun- 
ters. Electronic clangour and 
a perfectly vile song by The 
Stranglers went their barba- 
rous way, but the movement 
caught the imagination, and 
the dance and the dancers 
looked alive. The evening 
was not wholly wasted. 



■ AMSTERDAM 

DANCE 

Het Muziektheater 

Tel: 31-20-551 8911 
DriemaaJ Balanchine: National 
Ballet programme of three works 
- Concerto Barocco, Violin 
Concerto and Apollon Musagete, 
to music by Bach and Stravinsky;] 
Oct 23, 24 


■ BERLIN 

CONCERTS . 

Konzetrtfiaus Tel: 49-30-203090 
Berlin Symphony Orchestra: 
conducted by Jerry Semkow in 
works by Glinka, Dvorak and 
Prokofiev. With violin soloist 
Alyssa Park; Oct 23. 24, 25 


OPERA 

Deutsche Oper 
Tel: 49-30-34384-01 

• Der Riegende Hollander, by 

Wagner. Conducted by Christian f 
Thielemann in a staging by G6tz 
Friedrich; Oct 24, 26 

• Die Zauberfldte: by Mozart 
Staged by Gilnter Kramer, with 


sets and costumes by Andreas 
Reinhardt; Oct 25 

M BILBAO 

EXHIBITION 

Guggenheim Museum Bilbao 
Tel: 34-4-423 2799 
The Guggenheim Museums and 
the Art of This Century: the new 
museum's inaugural exhibition 
.features more than 300 works of 
modem and contemporary art 
from the Guggenheim's 
cot lections 


■ BRUSSELS 

OPERA 

La Monnaie Tel: 32-2-229 1211 

• La Steflidaura Vendicante: by 
Francesco Provonzale. New 
production directed by Philippe 
Sbeuil and conducted by 
Alessandro de Marchi; Oct 23, 26 

• Werther by Massenet 
Concert performance conducted 
by Wiadimtr Jurowski, with a cast 
including Alison Hag ley and 
Jennifer Larmore; Oct 26 

■ CHICAGO 

EXHIBITIONS 

Art Institute Of Chicago 

Tel; 1-312-443 3600 

• A Collecting Odyssey: Indian, 
Himalayan, and Southeast Asian 
Art from the James and Maritynn 
Atsdorf Collection. Around 200 
works of art, primarily Buddhist 
and Hindu sculpture spanning 
nearly 20 centuries; to Oct 26 

• Renoir’s Portraits: Impressions 
of an Age. Around 65 paintings 
spanning the artist's career, of 
subjects including Claude Monet 


and Madame Renoir. The show 
has been seen in Ottawa and will 
travel to Texas; to Jan 4 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 

• ktomeneo: by Mozart. 
Conducted by John Nelson in a 
staging by John Copley; Oct 25 

• Nabucco: by Verdi. New 
production staged by Elijah 
Moshinsky and conducted by 
Bruno Bartotertti. Cast includes 
Maria Guieghina and Samuel 
Ramey; Oct 24 

• Peter Grimes: by Britten. 
Conducted by Mark Elder, 
making his Lyric Opera debut, in 
a staging by John Copley. Ben 
Heppner sings the title role; 

Oct 26 

■ COPENHAGEN 

EXHIBITIONS 
Frederiksborg Castle 
Tel: 45-42-260439 
Four Hundred Years of Scottish 
Portraits: second half of an 
exchange organised with the 
Scottish National Portrait Gallery 
which saw an exhibition of 
Danish portraiture In Edinburgh 
during this summer’s festival. 

Now 100 paintings and 
photographs by Scottish artists 
Including Raeburn are on show In 
Frederiksborg Castle. 30 
kilometres from Copenhagen; to 
Nov 2 


■ FORT WORTH 
EXHIBITIONS 
Khnbell Art Museum 

Tel: 1-817-332B451 


Impressionist and Modem 
Masterpieces: The Rudolf 
Staechelin Family Foundation 
Collection of Basel. First 
American showing of 26 
paintings including Gauguin's 
Nafea Faa Ipoipo (When Will You 
Marry?), and works by Cezanne, 
Matisse and Picasso; to 
Jan 11 

■ LONDON 

CONCERTS 
Barbican Hafl 
Tel: 44-171-638 8891 

• London Symphony Orchestra: 
conducted by Andre Previn in a 
programme of works by William 
Walton. With violin soloist 
Alexander Barantschik, viola Paul 
SHverthome and cellist Tim Hugh; 
Oct 23 

• London Symphony Orchestra: 
conducted by Richard Hickox in 
works by Vaughan Williams; 

Oct 26 

OPERA 

Shaftesbury Theatre 
Tel: 44-171-379 5399 
The Royal Opera: The Merry 
Widow, by Franz Lehdr, in a new 
translation by Jeremy Sams. New 
production by Graham Vick, with 
designs by Richard Hudson; Oct 
23, 24, 25, 27 

THEATRE 
National Theatre 
Tel: 44-171-928 2252 

• Othello; by Shakespeare. 
Directed by Sam Mendes and 
designed by Anthony Ward. 

David Harewood plays Othello, 
Claire Skinner is Desdemona; 
Cottas! oe Theatre; in repertory 


• The Invention of Love: the 
protagonist of Tom Stoppard's 
new play is the poet and 
classical scholar A E Hous man, 
played by Paul Rhys and John 
Wood. Directed by Richard Eyre 
and designed by Anthony Ward; 
Cottesloe Theatre; in repertory 

■ LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavilion 
Tel: 1-213-365 3500 
Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in works Mozart and 
Beethoven, and the world 
premiere of a new work by 
Donatoni (not 25); Oct 23, 

24, 25, 26 

■ MUNICH 

CONCERTS 
Philharmonic Gasteig 
Tel: 49-89-5481 8181 

• Marinsky Theatre Orchestra: 
conducted by Valery Gergiev in 
works by Berlioz, Skrjabrn and 
Shostakovich; Oct 27 

• Prague Symphony Orchestra: 
conducted by Gaetano Delogu in 
works by Rossini, Brahms and 
Dvorak. With piano soloist Val6ry 
Afanassiev; Oct 24 

DANCE 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 
Bayerische Staatsballett Swan 
Lake. Sets and costumes are by 
John Macfariane; Oct 23, 25 

OPERA 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 


• Die Zauberflote: by MozarL 
Conducted by Hans Drewanz in 
a staging by August Eventing, 
with designs by JGrgen Rose; 

Oct 26 

• Etektra: by R. Strauss. 
Premiere. Conducted by Peter 
Schneider, in a production 
directed and designed by Herbert 
Wernicke; Oct 27 

• The Love for Three Oranges: 
by Prokofiev. Conducted by 
Roberto Abba do, in a staging by 
Juri L/u bimow, with designs by 
David Borowskfj; Oct 24 

■ NEW YORK 

OPERA 

Metropolitan Opera, Lincoln 
Center Tel: 1-212-362 6000 
Turandot: by Pucdni. Revival of a 
staging by Franco Zeffirelli; 

Oct 23 

New York State Theater 

Tel: 1-212-870 5570 
Don Pasquale: by Donizetti. New 
York City Opera. New 
production, premiered at 
Glimmergiass, directed by Leon 
Major and conducted by Lucinda 
Carver; Oct 23, 25 

■ PARIS 

DANCE 

Opdra National da Paris, Palais 
Gamier Tel: 33-1 -43439696 
Paris Opera Ballet in Swan Lake; 
Oct 23, 24, 25 

OPERA 

Opera National de Paris, Op6ra 
Bastille Tel: 33-1-44731300 

• Aufetieg und Fall der Stadt 
Mahagonny. by Kurt Weill. 


Conducted by Jeffrey Tate in a 
production directed by Graham 
Vick; Oct 23, 25 

• Turandot by Puccini. New 
production by Francesca 
Zambello. Conducted by Fabio 
Luisi. With choreography by 
Alphonse Poulin; Oct 24, 27 

■ TOKYO 

EXHIBITIONS 

Bunkamura Museum of Art 
Tel: 81-3-3477 9252 
Photography in Paris 1905-1997: 
around 240 works by some 53 
photographers, on loan from the 
Centre Georges Pompidou in 
Paris; to Oct 26 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC/Super Channel 
07.00: FT Business Morning 
10 . 00 : European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 

financial markets. 

17.30: Financial Timas Business 
Tonight 

m CNBC 

08.30: Squawk Bax 
10.00: European Money Wheel 
18 . 00 : Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 



Economic Viewpoint • Samuel Brittan 


No ‘silver bullet’ exists 


Personal View • Lee Hamil ton 

Trade on a fast track 


T he UK National 
Institute of Eco- 
nomic and Social 
Research used to 
achieve excessive attention 
in the 1960s and the 1970s 
when it tried to sec- 
ond-guess Treasury fore- 
casts and campaign for 
incomes policies and 
demand, expansion. 

In recent years it has 
turned over a new leaf, but 
achieves less publicity. Its 
working model now 
assumes - what would have 
been heresy to the founding 
fathers - that markets clear 
in the medium to long term, 
but that there are enough 
rigidities over periods of up 
to five years to generate 
quite large fluctuations in 
output and activity. Even 
more important, many of its 
projections try to tease out 
what is already implicit in 
market data. This is quite a 
difficult technical task, but 
very different from the old 
kind of forecasting. 

The NIESR does, however, 
preserve from the old days 
the rare virtue of explaining 
clearly the logic b ehin d its 
findings and not just throw- 
ing a set of □ umbers at read- 
ers on a take-it-or-leave-it 
basis. The analysis is thus 
useful even to those who do 
not agree with all the con- 
clusions - often my own 
position. 

The most interesting part 
of its October Review is the 
special section on “indus- 
trial productivity and com- 
petitiveness”. Forgive the 
last word. The authors 
really mean “performance”. 

Earlier attempts to 
account for economic 
growth put a large emphasis 
on a residual which could 
not be explained either by 
increase in the employed 
labour force or capital 
investment. This left a lot of 
scope for anyone to insert 
his or her own favourite 
diagnosis. More recent 
studies have reduced the 
size of this residual - 
largely because of changes 
in the way that investment 
is measured and recognition 


Increasing the underlying growth of GDP will often require sacrificing 
much consumption and leisure - and may not even be worthwhile 


of the improved quality of 
the labour force due to edu- 
cation and t raining it does, 
however, emerge that the 
residual was quite high in 
the UK in the 1980s which 
Nicholas Oulton, the NIESR 
analyst, suggests was due to 
the Thatcher reforms. 

The effect, however, could 
be once and for all. The 
main message that the 
Review is trying to get 
across is that there is now 
“no silver bullet". Increas- 
ing the growth rate by a sig- 
nificant amount requires 
"sacrificing much consump- 
tion and leisure”. Growth 
can only be increased now 
either by a larger number of 
hours worked or by more 
investment Any success in 
welfare-to-work policies 
would help. But the main 
emphasis is put on more 
investment 

To make this possible, the 
NIESR editorial argues that 
savings must increase. To 
bring this about the edito- 
rial advocates a tightening 
of fiscal policy - despite the 
expected near disappearance 
of government borrowing. 
Unless we can count on gen- 
uine government spending 


cuts, such a tightening 
requires higher taxes. It is 
advocated in any case to 
help reduce the sterling 
exchange rate now and to 
control inflation when in 
European economic and 
monetary union. 

The habit of the economic 
establishment of recom- 
mending hi gher tarn as the 
cure for every problem 
reminds me of the fashion 
among doctors .for recom- 
mending weight loss irre- 
spective of the patient's 

complaint. 

Why does the NIESR not 
mention overseas borrowing 
as an alternative method of 
financing such investment? 
If the return is sufficient it 
will be worth the debt ser- 
vice involved, as Ireland has 
discovered. To give the 
resulting balance of pay- 
ments deficit as an argu- 
ment against overseas bor- 
rowing is a sad example of 
hanpeneconomics (a third- 
rate substitute for the genu- 
ine article, preached by poli- 
ticians, diplomats and busi- 
ness statesmen). 

In fact, the in-honse 
article by Mr Oulton throws 
doubt on the pay-off from 
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enforced increases in invest- 
ment The real cost of capi- 
tal is put at about 5 to 7 per 
cent pea: annum. The typical 
return is not expected to be 
that much greater. An even 
more far-reaching conclu- 
sion is that the pay-off to 
the nation does not much 
exceed the pay-off to owners 
of capital - further weaken- 
ing the case for a forced 
Increase in investment 

Indeed, the aim of promo- 
ting the growth of gross 
domestic product comes 
under critical scrutiny in a 
contribution to the Review 
by Professor Nicholas Crafts 
of the London School of 
Economics. 

The growth of GDP is a 
useful measure in dealing 
with issues such as where a 
country Is in thn business 
cycle or the quality of its 
economic management in 
relation to nations of a simi- 
lar culture and state of 
development. And it will 
give one a crude first 
Impression of the relative 
success of different emerg- 
ing countries. 

But to make it the be-all- 
and-end-all even of ec o no mic 
policy is pure lumpenecon- 
omics. GDP needs at the 
very least to be adjusted for 
hours worked. A high 
income gained from work- 
ing around the clock may be 
of less value than a smaller 
income with more leisure. 

The second column of the 
accompanying table ranks 
countries in terms of GDP 
per hour worked. There is a 
dramatic change in ranking 
compered with crude GDP 
per person. The US slips 
from number one to number 
nine. Singapore, which 
appeared slightly higher 
than the UK on crude GDP, 
drops back to the 21st posi- 
tion. Belgium advances to 
the number one position 
closely followed by France, 
the Netherlands and Ger- 
many, in that order. 

Even the adjusted rank- 
ings need to be taken with a 
pinch of salt One wonders 
how far the continental 
rankings reflect a genuine 
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high level of voluntary lei- 
sure and how far enforced 
idiCTiASH arising from frozen 
labour markets. 

The final column is an 
attempt at a mare compre- 
hensive index of the “qual- 
ity of life”. Such indices are 
notoriously subjective. 
Some of thwp are produced 
by fanatirai enviro n mental- 
i sts or unreconstructed egal- 
itarians as part of their nev- 
er-ending war against 
market capitalism. 

The Grafts Index is more 
modest It merely tries to 
correct for bias in GDP per 
hour, by giving some weight 
to unemployment, life 
expectancy, the death rate 
and years of schooling. More 
controversially It adds in 
political and civil rights - 
which, once a certain level 
of affluence is reached, may 
be more important than 
material welfare. 

Not' surprisingly, on this 
index Singapore goes to the 
bottom at number 24, with 
South Korea just above it at 
23. It must be said, however, 
that even when the index is 
adjusted to give less weight 
to human rights and more 
to other indicators, Singa- 
pore still ranks pretty low, 
between 17 and 24. It Is no 
surprise to find Switzerland 
is number one on toe qual- 
ity of life index, nor that it 
is closely followed by Swe- 
den and the Netherlands. 

Mr Oulton’s conclusion is 
that growth-inducing poli- 
cies in general “should only 
be contemplated to the 
extent tha t there are distor- 
tions in the tax and benefit 
systems such that people 
would willingly wart harder 
and save more if these 
distortions were removed". 

This leads us back to the 
earlier tftarhmgr of political 
philosopher Michael Oake- 
shott that the state is best 
seen as a civil association to 
Preble individuals, famili es 
and voluntary bodies to ful- 
fil their own purpose, rather 
than an enterprise associa- 
tion with purposes of its 
own. But that is going too 
deep for the spin doctors. 


Without the 
ability to open up 
foreign markets, 
the US economy 
will suffer 


tt,wewfllnotbeabietole^ increS 

plannedmidriMOTl^to ^obal prosperity since the 
on reducing trade gw reducing 


The US 

Congress is 
, expected to 
\ vote over the 
next several 
weeks on 

whether to grant Bfil Clin- 
ton, the US president, “fast- 
track" authority to negotiate 
trade agreements. Under 
fast-track. Congress agrees 
to hold single expedited yes 
or no votes on trade agree- 
ments in exchange for exten- 
sive input into the presi- 
dent's negotiating strategy. 

Without fast-track, us 
trade policy will grind to a 
halt because other govern- 
ments will not conclude 
trade deals with the presi- 
dent if Congress can later 
revise them. Agree men ts 
that gypped trade will create 
jobs and raise wages both in 
the US and elsewhere. 

Between 1974 and 1S94 
every US president had fast- 
track authority. They used it 
to achieve two substa nti a l 
worldwide agreements that 
cut trade barriers and 
boasted US exports. Eariier 
this year, the US na il ed 
down agreements, initiated 
before fast-track authority 
lapsed, that will cut prices 
for international telephone 
raTia and eliminate barriers 
to exports of information 
technology products. 
Because US markets are 
already so open, trade deals 
usually require other coun- 
tries to do more to lower 
trade barriers - to the US’s 
great advantage. 

US p r os peri t y increasingly 
flppt>nriic on finding new for- 
eign markets for the things 
Americans make and grow. 
One of every eight US jobs is 
at least partly supported by 
exports. Ninety-six per cent 
of the world's consumers 
live outside the US. and we 
need better access to these 
potential customers if we 
want to preserve or increase 
our 20 per cent share of the 
world’s wealth. Trade agree- 
ments provide that access. 
Consider what the US loses 
without fast-track. Without 


agriculture and services, two 
sectors in which US produc- 
ers are highly cainfpetitive. 
Europe and Jup®n 
secure preferential access to 
j rptin American, ai# Asian 

markets at our espense-New 
deals in sectors in ranch the 
US leads world industry - 
such as autcanoibflest eneiw 


second world war, reducing 
the potential for interna- 
tional conflict . 

• Trade is an increasingly 
important dimension of 
international relations. Con- 
tinued trade leadership will 
reinforce US foreign poEcy 
leadership- A rejection of 
fast-track will , signal a 


^^andm^fcalteifc reti^t &nm our role- as 


re way 
rs to 


reach. Foreign trade oamera 
that are hurting US [workers 
and farmers will remain in 
place. Rules affecting the 

sale of our products overseas 
will be written by others, not 
by the US. 

Critics of fast-trace argue 
that US jobs and w; ges are 
hurt by low labour and envi- 
ronmental standa ds in 

other countries. Thty want 
trade agreements to require 
other countries t« raise 
jrb* y standards. But here is 
no international coisensus 
an how — oar even wi ether — 
to address labour axi envi- 
ronmental matters 1 l trade 
agreements. To Insist that 
other countries male such 
changes is to ccnden i trade 
negotiations to failur . 

A far more effecti e way 
to encourage otb rs to 
improve labour and t iviron- 
mental standards wuild be 
to hel p them grow. F ir that 
they need increase* trade 
and the US needs fas -track. 

Fast-track is also impor- 
tant for the achievement of 
important US foreign policy 
objectives: 

• Most Latin America 
nations have embraced 
democracy and free markets. 
Increased trade with the US 
will stimulate growth pro- 
viding a payoff for mtofhl 
reforms. That will solidify 
democracy and enhame US 

Tnflntm< »p. 

• US-led efforts to Educe 
trade barriers in the Asia- 
Pacific Economic Co-Opera- 
tion Forum (Apec) wB help 
maintain America’s leader- 
ship role in Asia. 

• Better access to world 
markets is critical to tie suc- 
cess of economic and politi- 
cal reform in eastern 
Europe, and to the inlepen- 
dence of the counties of 
the former Soviet Unitn. 

• US-led efforts to educe 
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-track, 
impor- 
tant of 


Despite the power off these 
arguments, deep-seated con- 
cerns about the impact of 
trade, on the US economy are 
threatening not. only - feist- = 
track, but also puhfic sup- 
port for trade liberalisation. 
Several things must be done. 

yjrst, the president must 
persuade Americans that, if 
be is granted fast-track, be 
will use it aggressive^ to 
knock down foreign trade 
restrictions and deliver 
agreements that increase 

good-paying jobs. - 

Second, programmes to 
help workers adjust to for- 
eign competition should be 
strengthened. Expanded 
trade benefits the US econ- 
omy as a whole, but it doe s 
hurt some workers, espe- 
cially the less skilled. 

Finally, a better job must 
be done of explaining the 
importance of trade to the 
US. We need to highlight the 
jobs created by exports and 
the benefits of imports both 
to consumers and producers 
and to explain that low pro- 
ductivity in developing count-' 
tries often neutralises any 
competitive advantage pro-' 
vided by their low wages. 
We need to document the 
strength of US manufactur- 
ing. and how US workers are 
being hurt by recent trade 
agreements concluded with- 
out our participation- - 
because of the absence of 
fast-track authority. . 

Fast-track will empower 
the president to open foreign 
markets - to the benefit of 
foe US economy and US for- 
eign policy. Without fast- - 
track, our economy's poten- 
tial will be unfulfilled, and 
our international leadership 
will be diminished. 


The author is the ranking 
Democrat on the Interna- 
tional Relations C o mmi ttee 
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Euro: currencies , centre of gravity 


From Mr David Martin 
MEP. 

Sir, Whereas in the UK the 
public debate on Emu still 
centres on questions of “if 
and when the euro happens, 
should we join?", in the US 
they have made op their 
minds. They are convinced 
that there will be a single 
European currency, and they 
want to know how it will 
affect the dollar in the global 
market place. 

Europe creates 30 per cent 
of the world’s wealth and 
accounts for 20 per cent of 
international trade But with 
14 currencies, the UK's role 
in the international mone- 
tary scene is limited. The 
introduction ctf the euro on 1 
January 1999 will vastly - 
increase the European 
Union's power and ability to 
create wealth. Does the UK 
seriously want to exclude 
itself from that possibility? 


The economic and com- 
mercial weight of Emu will 
be comparable to that of the 
US and larger than that of 
Japan. Once the euro is up 
and running it is likely to 
farm the centre of gravity 
for other currencies faaiWng - 
to a euro zone in global mar- 
kets. That euro zone is likely 
to consist of the whole of 
Europe, the Middle East and 
parts of Africa. It is conceiv- 
able that between 25 and 30 
per cent of world currency 
reserves win be denominated 
in euros. 

The single currency is 
being introduced at a time 
when the international mon- 
etary system is already in a 
period of transition, with the 
dominant position of the 
dollar giving way to a more 
multi-polar system. 

Although the dollar will 
maintain its key position in 
the global economy, the euro 


will advance.to becomethe 
second major currency n 
the world as a transaetbn, 
investment and issuing as 
wen as reserve currency. 

As volatility betweenthe 
world's major currende 
may increase it will be acc- 
essary to btdld new fonas of 
international cooperatfin, 
perhaps even new instm- 
tions. Ourresponsibilit will 
be truly gjobaL 

The Americans are ct i- 
vinced that both econor i- 
caHy and politically the sure 
and the EU are set to 
become major players a . the 
world scene. Perhaps it s 
about time we got that mes- 
sage and acted accordintiy. 


Volatility of 
pound will 
continue 


David Martin, 
vice president of 
the European Parliame 
4 L ot hi a n Street, 
Dalkeith, 

Midlothian KH22 IDS, 


Political barriers to success of Em 


From Mr Eugene KasozL 

Sir, It Is with dismay that I 
read yet another article 
(“Emu's new horizons”, 
October 16) focusing on the 
utopian scenario wherein 
European businessmen live 
happily ever after, post- 
economic and monetary 
union, as a result of the 
theoretical advantages 
afforded by an “Integrated 
European economy”. Yet 
again, the US model is rolled 
out as an example of a large 
continent with shared 
monetary policy. 

It is entirely Illogical to 


compare the two without 
addressing the one crucial 
difference: political union. 
While your writer touches 
on this by asserting that the 
power of national jurisdic- 
tions and governments will 
be less significant to compa- 
nies, he foils to state the 
obvious: that Is, that Emu 
cannot and will not work 
without political onion 
'Without getting into the 
arguments about differing 
fiscal policies, economic 
cycles and mobility of work- 
force. It is Clear that at a 
basic level an arrangement 


whereby any one of the 
members may exercise it 
sovereign right to witbdr i 
when the prevailing nfiyw i 
is not to its liking, cannn 
last 

We are all aware of the 


Emu. The real question is 
whether or not political 
union is acceptable to 
Europe's voters and this ■ 
should be the starting poijit 
of any discussion on E mn ? 


From Mr R. J. FarrelL 

Sir, Andrew Sentance 
(Letters. October 16) says 
that recent volatility in the 
sterling exchange rate made - 
entry into economic and 
m onetary union highly 
undesirable. If the po und . . . 
stays out of Emu it will 
almost by definition remain 
a volatile currency, as It 
always has been. Usually the 
volatility has been a contin- 
ual devaluation to compen- 
sate for generally highnr tjk 
inflation. 

Emu has two main influ- 
ences on foreign exchanges 
vis a vis the pound and 
D-Mark. First, the D-Mark .. 
has weakened because of its 
replacement In a few years - 
by a weaker euro. 

Second, the pound h as 
strengthened relative to the 
D-Mark and other European 
currencies mainly because it : ' 
appears Britain wifi not jpj n 
Emu. 

If the UK deckled to join, 
the pound would naturally . 

quickly adjust itself to 'a - 

more stable; and realistic 
level prior to entry. The fik 
inight then experience finan- 
cial stability, low interest 
rates (horror) and an easier 
bfo for exporter (of which V 
we are one, but probably not*' 
for much longer). 


15 Rue Bray, 

Paris 75017, France 


Bookbuyer’s patience taxed 


®-J.Parrdl, 
manag ing director, 
Farrat Machinery, 
Balmoral RrmH . r ; ./ 
Altr incham, 

Cheshire WA15 8HJ,UK 


From Mr Peter B. NoweJL 
Sir, Your editorial “Copy- 
wrong” (October 21) omitted 
two salient arguments: speed 
and tax. I have long given up 
ordering books In shops in 
the UK, having been made to 
wait four to six months for 
damaged stock. I have just 
received a book from an 
internet shop in the US. 
From order to arrival, it took 
nine working days. The Pub- 
lishers Association cannot 
expect the patience of angels 


from the British public. 

An additional banns will 
be no sales tax. At the 
moment, books are zero- 
rated for VAT purposes. But 
if European harmonisation 
is to be complete, then Brit- 
ish books will have to be 
taxed too. All the more rea- 
son to buy American. Unless 
internet tax is im po sed ... 


Peter B. Nowell, 

SBC Warburg Dillon Read, 
I^mdon EC4V 3SB, UK 


Removing conflict of interest 
in the global ‘super-firnis* 

From Mr John Corr. \ . , -- v- ' 

Sir. Jim Kelly (“When sir: Pc ^etoted*uper-fe^ > 

is a crowd”, October 20) Perha ps tbefrfsks of coin-: --v“ 

highlights a potentially “J^raterests eouldhe. 

significant conflict cf iter ' 

est between . the duties of a • . agpo * n * e< I audit ac.r^; ': - ; 

auditor and those of a ‘ from Providing otha\ 

management consultant 8erviCes to 

Particularly when the Tnln - ' 
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The right 
road to Emu 


However the British 
government's forthcoming state- 
ment concerning Its intentions 
towards European monetary 
union Is nuanced, it must say 
two th i ngs to reassure business, 
the markets and the UK's Euro- 
pean partners. First, it must 
state a clear co mmitment to join 
Emu In principle early in the 
next century. Second, it must 
say how it intends to prepare 
for entry. 

Unless it does both these 
things. Labour will be hard 
pressed to re-establish its credi- 
bility after the turbulence of 
recent weeks. Worse still, it will 
risk jeopardising the prospects 
of joining Emu for the foresee- 
able future. The results could be 
a growing estrangement from 
Europe and a punishment from 
the markets. 

Against this background, 
quibbling about the precise date 
for entry seems trivial. What 
matters is the government's 
commitment and its actions. 

So what is the government's 
real difficulty? Gordon Brown, 
the chancellor, has said much in 
recent days about the misalign- 
ment of the economic cycles in 
Britain and continental Europe. 
This clearly is an obstacle to 
entry in 1999. But when the 
chancellor addresses parlia- 
ment, he should not exaggerate 
the difficulty. It need not stand 
in the way of a broad commit- 
ment to join later. 

What would be worst is con- 
tinued uncertainty. This would 
keep UK long term interest 
rates higher and sterling stron- 
ger than they need be, deter 
investment and damage busi- 
ness. Moreover, it would sit ill 
with Labour's professed ambi- 
tion to lead in the EU. 

Mr Brown’s statement must 
therefore do more than make a 
vague gesture towards Emu. He 
will need to start a programme 
to prepare Britain for entry on 
or around 2002. 


Exchange rates 
Even if this commitment were 
hedged - as it should be - it 
would be more likely to promote 
the period of stability which Mr 
Brown says he wants than 
would a continuation of the 
present confusion. France, Ger- 


many and the other core coun- 
tries which expect to join Emu 
in 1999, have enjoyed stable 
exchange rates for more than a 
decade. Their desire for Emu 
has caused their long term 
interest rates to converge, and 
short term rates are now mov- 
ing in synch. 

For the UK. such harmony 
might seem distant. The real 
value of sterling is some 15 per 
cent above its average for the 
period 1984-96. UK interest rates 
at 7 per cent ' are almost four 
percentage points higher than 
those in Germany. 

Further rise 

These facts would indeed 
raise difficulties if the UK 
wanted to join Emu in 1999 
However, high interest rates 
with a high exchange rate could 
reflect a market expectation 
that both will fall to continental 
levels in five years' time. 

Even a further rise in rates 
might not alter such expecta 
tions if it helped to convince the 
markets that UK inflation was 
under control for good. But Mr 
Brown will find it much harder 
to instil this expectation with 
out a firm commitment to Emu. 
That would show a determina- 
tion not to soften the official 
inflation target. More impor- 
tant, it would be the best guar- 
antee that the government will 
stick to a tight fiscal policy. 

Cyclically adjusted, the gov- 
ernment's budget deficit next 
year may be only about l per 
cent of gross domestic product 
This is a huge improvement 
compared with recent years. 
But it represents a tightrope the 
government could easily fall oft 

A clear commitment to Emu 
would reinforce the govern 
menfs hold on monetary and 
fiscal policy. It also offers the 
best prospect for a convergence 
of economic cycles In the 
medium term, especially in view 
of the current German recovery. 

These are goals well worth 
striving for in themselves. 
Britain has the chance to join 
Europe in a period of histori- 
cally low inflation and economic 
stability. Neither history nor 
the markets will forgive this 
government if it throws that 
chance away. 


Korea: a 
bailout too far 


"Changes and restructuring are 
not a matter of choice; they are 
a matter of survival”. So said 
South Korea’s finance minister, 
Kang Kyong-shik, less than 
three months ago. Yesterday he 
spoke a very different language. 
He announced that the Kia 
motor group, Korea's eighth- 
largest chaebol, was to be 
nationalised. This was a giant 
step backwards in the reform 
process that is necessary for 
Korea’s future prosperity. 

Korea’s economic strength 
was built on the success of its 
giant conglomerates, such as 
Hyundai and Samsung , which 
now overwhelmingly dominate 
the economy. These companies 
were able to expand at a rapid 
rate thanks to a policy of 
directed lending. The govern- 
ment regarded the chaebol as 
pillars of the economy, and 
implicitly guaranteed they 
would not fall Ranks and finan- 
cial institutions therefore had 
no qualms about lending them 
money, whatever the health of 
the underlying business. 

Inevitably, this resulted in 
astronomical levels of gearing, 
averaging 400 per cent among 
the largest conglomerates. The 
result was serious overcapacity 
across a wide range of indus- 
tries. At some point the cr unch 
had to came. 

The government could use the 
current crisis as an opportunity 
to start the reforms Korea so 
badly needs. The question is. 
does it have the courage? 

Market forces 

Until yesterday, the signs 
were encouraging. Two troubled 
chaebol Hanbo Steel and S amm i 
Steel, were allowed to fold ear- 
lier this year. Banks were forced 
to take losses. At last t he gov - 
emment appeared to be retreat- 
ing from Its all-powerful role at 
the head of the economy, and to 
be allowing market forces to 
run their course. The banks 
swiftly took heed, and called In 
loans from other chaebol head- 
ing for problems. The painful 
shift from a centrally-planned 
economy to one baaed on the 
market had begun. 

With the baffing-out of Kia, 
and the recent acquisition of a 


stake in Korea First Bank, the 
government has returned to the 
bad old days. Nationalisation is 
the easy way out. The signal it 
sends is that the government is, 
once again, ready to act as guar- 
antor. The consequence will be 
deepening moral hazard, in 
which the banks carry on lend- 
ing as before to fund Inefficient 
and falling businesses, in the 
belief they will eventually be 
bailed onL 

Foreign capital 

Matters have been made 
worse by the barriers to foreign 
participation in the Korean 
economy. The country's capital 
markets remain largely closed 
to foreign investors. The equity 
market has a ceiling for over- 
seas investment, and the bond 
market is closed to it entirely. 

But Korea can no longer 
afford this insularity. It needs to 
allow greatly increased foreign 
participation in its markets. 
There are two ways in which 
liberalisation would help the 
economy to get back on its feet. 
First, the stronger chaebol (and 
there are some which re ma i n in 
very good health) would gain 
access to cheaper foreign capi- 
tal. This would improve their 
financial position and allow 
them, perhaps, to take over 
some of the failing companies. 
Second, the government could 
encourage overseas companies 
to consider buyiDg up some of 
the weaker chaebol or even 
legalise hostile takeover bids by 
overseas companies. 

Foreign investment is. admit- 
tedly, no ready panacea. Korea 
cannot expect really signif i can t 
interest from foreign c ompani es 
until it changes its labour mar- 
ket. At present, it is virtually 
impossible to fire workers in 
Korea without provoking seri- 
ous labour unrest. Reform will 
be painful, but is desperately 
needed before rationalisation 
can take place. 

The Korean government must 
show that it is prepared to 
loosen the reins, and let market 
forces take over. In doing this, it 
should not be afraid to seek out- 
side help. As the finance minis- 
ter knows, this is the only route 
to prosperity. 
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Chilled by an ill wind 

Turmoil in Hong Kong’s financial markets is testing confidence 
in the territory and the exchange rate system, says John Ridding 


L ike the seasonal 
typhoons that gather 
strength above the 
South China sea before 
heading north to 
wreak their havoc, the region's 
financial turbulence has swept 
into Hong Kong. 

Just a few months alter the 
territory returned to China, 
regional currency crises have 
prompted a plunge in the stock 
market, a sharp rise in money 
market interest rates and 
injected a note of financial insta- 
bility into a surprisingly smooth 
political transition. Apart from 
steep losses, investors have been 
left with concerns about the 
exchange rate system - the linch- 
pin or the economy - which pegs 
the Hong Kong dollar to the US 
greenback. 

"We are seeing the denouement 
of the south-east Asian currency 
crisis," says John Muicahy. man- 
aging director of Indosuez W.L 
Carr Securities, citing pressures 
on the Hong Kong dollar. "We 
are shaping up for the gunfight 
at the OK Corral." The wave of 
devaluations across south-east 
Asia, says Mr Muicahy. has 
focused attention on Hong 
Kong's exchange rate system, the 
region’s last formal peg, and on 
its economic competitiveness. 

For Hong Kong, the stakes are 
high. "If the peg were to go it 
would be a devastating blow to 
confidence,” says Chi Lo, senior 
regional economist at Deutsche 
Morgan Grenfell. “Take away the 
currency link and this place 
looks like a bouse of cards," adds 
one equity strategist at a US 
investment bank. 

Such claims reflect the role of 
the exchange rate system since 
the peg was set at HKS7.80 to the 
US dollar during a financial crisis 
in 1963. Backed by China, it has 
proved a source of stability 
through political upheavals, the 
anxieties of the period after the 
Tiananmen Square massacre, and 
the Sino-British wrangles of the 
transition. 

“Investors see the peg as a 
guarantee of the value of their 
assets and the financ ial founda- 
tions of the 'one country, two 
systems' concept," says the man- 
aging director of one Hong Kong 
blue-chip company. 

Aware of what is at stake, the 
Hong Kong government has 
underlined its commitment to the 
currency system. “There is no 
political or economic need for us 
to disband the Hong Kong dollar 
peg," Donald Tsang. the financial 
secretary, said yesterday. 

“The linked exchange rate has 
served us very well for the past 
14 years," said Tung Chee-hwa, 
the territory’s post-colonial gov- 
ernor. “We see no reason to 
change it." 

Such arguments receive sup- 
port from surprising quarters. 
George Soros, the US-based finan- 
cier and nemesis of fixed-rate 
regimes, last month described the 
maintenance of confidence as the 
priority in a financial services 
centre such as Hong Kong. "The 
advantages of stability outweigh 
the disadvantages of being over- 
valued," he told an audience at 
the annual IMF/World Bank 
meeting last month. 

But amid the regional 
upheaval, these disadvantages 
are increasingly significant. 
“Hong Kong has been looking 
very exposed and its competitive- 
ness bas been blunted by the 
devaluations in the region," says 
the head of capital markets at 
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one investment bank. “There is a 
structural problem in that its 
economy is increasingly tied to 
China and the region - and not 
to the US 

Tourism is particularly vulner- 
able to the impact of devalua- 
tions, having already been bat- 
tered by a sharp fall in Japanese 
visitors. “What should have been 
a bumper year is turning into the 
worst situation for passenger rev- 
enues in decades.” said David 
Turnbull, managing director of 
Cathay Pacific, in a recent letter 
to staff at the Hong Kong airline. 
"It is without doubt one of the 
toughest periods we have faced 
for many years." 

James Tien, chairman of the 
general chamber of commerce, 
this week hinted he favoured a 
review of the exchange rate peg. 
warning of its impact on manu- 
facturing industries. Mr Tien's 
views, though described by the 
chamber as personal, were seen 
as marking a crack in the busi- 
ness community's solid support 
for the currency system. 

With more than 80 per cent of 
gross domestic product coming 
from services, the real threat lies 
in the property and hanking sec- 
tors, the twin pillars of the econ- 
omy. Money market interest 
rates have jumped from about 7 
per cent at the start of the week 
to more than 10 per cent yester- 
day. “With interbank rates hav- 
ing shot up, it is inevitable that 
banks will have to raise prime 
rates and mortgage rates.” says 
Archie Hart, director of equities 
at BZW (Asia). 

Although Hong Kong banks are 
robust, with non-performing 
loans well below 5 per cent and 
high capital adequacy ratios, 
they are heavily exposed to any 
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downturn in the property mar- 
ket "More than half of banks' 
loans are to the property sector,” 
says Mr Lo at Deutsche Morgan 
Grenfell. “That is about the high- 
est level in the region." 

The potential impact on Hong 
Kong banking and property 
groups is already evident in a 
series of earnings downgrades 
and sliding share prices. Cheung 
Kong, the property developer and 
the flagship of U Ka-shing's busi- 
ness empire, has seen its shares 
fall more than 35 per cent over 
the past week. Shares in Hang 
Seng Bank have fallen by 13 per 
cent The blue-chip Hang Seng 
index has fallen more than 30 per 
cent since its August peak. 

A s for the economy in 
general, many invest- 
ment banks are reduc- 
ing their forecasts. 
Dong Tao. senior 
economist at Schraders, says he 
is now expecting growth of less 
than 5 per cent next year, com- 
pared with an initial target of 5.8 
per cent. 

In spite of the damage. Hong 
Kong's government seems pre- 
pared to go through a lot of pain 
to defend the peg. “The Hong 
Kong Monetary Authority [the 
territory's de facto central bank] 
has a choice: to flood the market 
with liquidity to keep rates down 
or let interest rates rise to 
increase the risks and the cost to 
speculators,” says Mr Muicahy. 

As inter-bank rates have 
climbed this week, it seems clear 
which course is being dictated by 
Joseph Yam, the head of the 
HKMA. The monetary authority 
declines to comment on signs of 
speculation. But market commen- 
tators noted strong selling pres- 


sure and a slip in the currency 
towards a perceived support level 
of HKS7.75 (£0.61). 

"There is no reason for inter- 
bank rates to be up above 9 per 
cent unless there is a flight of the 
Hong Kong dollar into the US 
dollar,” says Mr Muicahy. Cur- 
rency traders say pressure was 
amplified as companies 
responded to risks by buying US 
dollars in the forward market 

Apart from political will, the 
Hong Kong authorities have pow- 
erful weapons against such spec- 
ulators. With foreign exchange 
reserves of US$80bn at the end of 
August the territory's muscle to 
intervene is far greater than else- 
where in the region. Determined 
to m ai nt ai n the prosperity of its 
capitalist prize, and to safeguard 
the value of its substantial 
investments in the territory, 
China has also pledged its sup- 
port. Speaking ahead of the July 
handover, Dai Xiang] ong. gover- 
nor of the People’s Bank of 
China, said Beijing would com- 
mit its own reserves of US$120bn 
should they be needed to defend 
the Hong Kong dollar. 

Technical factors are also sig- 
nificant. "What makes the Hong 
Kong dollar different from otber 
Aslan currencies is not that it is 
fixed at a more defendable rate, 
but that it is fixed by a different 
system." says Nicholas Kwan, 
regional chief economist at Mer- 
rill Lynch. As a currency board 
system, he notes, the Hong Kong 
dollar is fully backed by US dol- 
lar reserves at the fixed official 
rate. "This effectively deprives 
the government of the means to 
debase the currency." 

But since reserves do not cover 
all of M3, the broadest measure 
of money supply, the Hong Kong 


dollar is still potentially vulnera- 
ble to a collapse of public confi- 
dence. But at the institutional 
level, at least, the authorities' 
discipline is strong. As Mr Lo at 
Deutsche Morgan Grenfell puts 
it “The HKMA is a single-minded 
sentinel of the peg. acting as a 
money changer with absolutely 
no domestic policy obligations.” 

In the battle against specula- 
tors, the HKMA bas other techni- 
cal advantages over its regional 
counterparts. A limited number 
of Hong Kong dollar marketmak- 
ers, based onshore, and a real- 
time gross settlement clearing 
system means that any assaults 
on the Hong Kong dollar are 
quickly apparent 

In the past this arsenal has 
proved more than adequate. 
Hong Kong shrugged off the side- 
effects of the 1995 Tequila crisis 
sparked by Mexico’s devaluation 
in Latin America. A speculative 
attack in July was repelled 
within a matter of hours, accord- 
ing to Mr Tsang, the financial 
secretary. 

The longer the regional turmoil 
and the more damage that is 
done to Hong Kong’s economy, 
the more difficult the defence 
could become. While many mar- 
ket commentators hold out the 
prospect of reforms to the 
exchange rate system a few years 
down the road, perhaps to a bas- 
ket of currencies, few see any 
changes so near the handover or 
during a period of financial 
upheaval. 

“The peg can withstand these 
pressures." says Stephen Shu, 
chief regional economist at Stan- 
dard Chartered Bank. But there 
is certain to be a rocky ride for 
the markets and a stiff test of 
Hong Kong's resolve. 
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How now, 
Dow Jones? 

. ■ Michael Price, the investor 
. once labelled "the scariest S.O.B. 
. on Wall Street”. Is at it again. 
What If* he wonders, two erf 
. America’s most illustrious 
family -controlled companies 
. were to join forces? “It would be 
ah absolute knock-out deal," the 
. New Jersey-based investor 
mused yesterday. 

The companies in question are 
Dow Jones, owner of the Wall 
Street Journal, and the 
Washington Post: Price controls . 
6 per cent of the former through 
hj^ Mutual Series fimds; and the 
mdn who nudged Chase into 

- merging with Manufacturers 

. Hanover Isn’t afraid, to use his 
Clout. . . 

-But Price, 46, readily admits 
that there are serious obstacles ; 
to hfe latest Big Idea. Naths ■; 
thfe Bancroft family, which • 
controls DowJones, nor the 
Graham nl«n which controls the 

- Post,' is ready to give up control. 
The presence of Warren Buffett 

' - already a. big shareholder in 
, the Post might help oil the - 

wheels, though Price says 
. they’ve never talked about the 
planl . .. . 

so, his intervention - 
full details hi the next issue of 
-Fortune Magazine — won’t be 
welcomed in the Dow Jones 
boardrohm.-Tbe company’s 


already changed its mind in 
recent days about its financial 
markets unit once known os 
Telerate: instead of ploughing 
moneyTntq the troubled 
business, it’s, now looking at 
-other options.- • 

. Price's preference is to keep 
Telerate within anew Dow Post 
company, where it would seem 
“a smaller problem". The 
Bancroft family, though; shows 
hb' signs trf playing along. “This 
will never happen,” says Price of 
his self-confessed pipe-dream. *T 
think they’re going to sen 
Teleratae, and that's that" 


First Paste . . 

' ■ . George Paste, the SmithKhne 
Beecham science sage who’s . . 
joining British- biotechnology 
outfit Cerebrns as chairman, is 
really a: fr u st rate d racing driver. 

■Son of a British car mechanic, 
in the 19603 Poste made it into 
Formola 5QQO before a nasty 1 
crash fn. Germany forced him to 
consider , less hazardous careers. 
But there wbs ho question of a 
switch.to the slow Iama The - 
spdrky/ 53-year-qM rose to, 
become head of research and 
development at SmithKline - 
raided by a legendary ability to . 
gq without sleep and acapacfty 
forspeod reading. 

-■ The oambiratiahof drive, 
stamma and a serious scientific 
mind.fcasmade Poste seriously .. 
rich. Some of the money has 


gone bn a ranch in Arizona, 
where he keeps in touch by 
satellite telephone, and two 
Humvees - the ultra-wide 
military vehicle made famous in 
the Gulf war. Hie hasn’t crashed 
them, yet 


Ugandan talks 

■ President Yoweri Museveni of 
Uganda today pops into the 
Swaminarayan Mandir temple in 
Loudon on his way to meet other 
Commonwealth leaders in 
Edinburgh. He’D be there to ask 
for forgiveness from a special 
audience of Ugandan Asians, 
many with deep pockets but all 
with kmg memories of their 
expulsion byldi Amin 25 years 
ago. Given their collective 
financial clout, the support of 
one-time Nairobi and Kampala 
business leaders could prove 
raiber useful for the leader of a 
reformed Uganda. Not for 
nothing is the temple known as 
-the East African Chamber of 
Commerce in exile. 


Maybach is back 

■ The resurrection of Wilhelm 
Maybach turned from rumour to 
reahtyyesterday as 
Mercedes-Benz rolled out its 
planned new Maybach limousine 
"amid tbf* gRfa and glamour of 
the Tokyo motor show.. 

... Once chief engineer to 


Gottlieb Daimler, co-founder of 
the Daimler-Benz empire, Herr 
Maybach lent his name to a 
stable of luxury motors right up 
until the 1930s. The new lima 
will also be aimed squarely at 
the world's plutocrats; it's got 
more gizmos thaw the flagship 
S600 Mercedes and will be juiced 
to compete head-on with the 
whispering giants of 
Rolls-Royce. 

Mercedes has always had a 
special place in the hearts of 
well-heeled Japanese; as a young 
man. Emperor Hirohrto ordered 
seven buDet-proof versions of 
the massive Grosser Mercedes 
770 and drove around in his 
Germanic jalopies for the next 50 
years. 


Speakeasy 

■ The Geneva-based World 
Trade Organisation held 2,340 
meetings last year, the 
equivalent of 10 a day, allowing 
for weekends and holidays. And 
not everyone’s happy about the 
endless gassing. 

Egypt says it's impossible far 
poorer countries - with only two 
or three people covering the 
whole United Nations - to keep 
up. It wants a guarantee .from 
the WTO that no more than two 
meetings will take place at the ’ 
same time. Some hope -the 
WTO’s predecessor, Gett, was 
known as the General - 
Agreement to Talk and Talk. 


100 years ago 

Turkey And Greece 
Constantinople: In order to 
expedite the conclusion of a 
definitive treaty of peace, it 
has been decided that the 
Turkish and Greek 
Plenipotentiaries shall hold 
dally sittings. They met 
yesterday and to-day at the 
Ministry of Foreign Affairs. 
The Porte bas sent afresh 
telegraphic circular to the 
Ottoman representatives 
abroad, instructing t.bum to 
request the Powers to which 
they are accredited, to hasten 
the pourparlers to be held in 
this city regarding the Cretan 
question, on the basis of the 
principle of autonomy already 
conceded to the island. 

50 years ago 

Eisenhower Candidate? 1 
General Eisenhower, Supreme 
Allied. Commander during the 
war, will “in all probability be 
- Republican candidate far the 
next United States 
Presidential election,” Mr 
Henry Wallace, former UB. ' . 
Vice-President, told the 
Jerusalem Jewish Joumahsts' 
Association at .a lunch in his 
honour today. Mr Wallace 
said: “If Eisenhower runs on ' 
either a Republican or 
Democratic ticket, he wxD win 
hands down. A ticket with . 
Eisenhower and Harold 
Stassen (former Governor 'of 
Mnineaota) r tmning ■ap’ainc f 
Truman would carry all but 
the Southern-states J . • 
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Dutch appeal after court 
overrules EU trade deal 



By Gordon Cramb in 
Amsterdam 


The Dutch government will 
today begin an appeal against 
a national court ruling' that 
prevents it from going along 
with a decision reached by the 
European Union's council of 
ministers. 

The ruling by Judges in The 
Hague forbids the Dutch from 
co-operating in the ElTs 
planned retreat from a trade 
re gime that favours imports 
from present and former colo- 
nies in the Caribbean. 

Legal experts say It is the 
first time any national court in 
an EU membra: country has 
overruled its government’s 
position on a council issue. In 
this case, as the issue requires 
unanimity among member 
states, the ruling aisn means 
that the council’s iWMim can- 
not be implemented wnffi the 
legal position is settled. 

The European Commission 
has been trying since 1993 to 
water down an accord that 
gives so-called Overseas Coun- 


tries and Territories (OCTs) 
free access for agricultural and 
industrial products. The Dutch 
bad strongly opposed changes 
to the scheme, which had 
allowed its OCTs, the Nether- 
lands Antilles and Aruba, to 
build a processing industry for 
consumer commodities. 

But Hans van Mierlo, foreign 
minister, at a meeting with his 
EU counterparts in Luxem- 
bourg on October 6, gave way 
on the issue under pressure 
from Brussels. 

His reversal came just hours 
before the scheduled ruling by 
the district court in The Hague 
in a case brought by Emesa 
Sugar, owner of a processing 
plant in Aruba. The court 
found that Emesa 1 s export 
business would otherwise 
evaporate and that the EU had 
little to fear economically from 
the arrangement as it stood. 

hi a more detailed judgment 
last Friday, the legal bench 
said that representatives of the 
Antilles and Aruba bad been 
overruled by Dutch ministers 
that same morning so the Lux- 


embourg meeting could reach 
a rapid compromise which the 
government knew would pre- 
empt the court’s finding. 

It ruled that the political 
decision reached in Luxem- 
bourg was non-binding and 
forbade the Netherlands to 
co-operate with EU plans to 
curb produce of OCT origin 
until the European Court of 
Justice had clarified matters. 
The fine if these strictures 
were ignored was FI 500m 


The Hague foreign ministry 
argues that it was not obliged 
to wait for the outcome of the 
case, but acknowledges that it 
can do nothing until there is a 
verdict on the initial appeal at 
the national level, expected in 
November, when EU perma- 
nent representatives wfil also 
discuss the setback. If the 
judgment is upheld, a Euro- 
pean court pronouncement 
could take years. 


Dutch sugar ruling. Page 7 
Netherlands survey, 
separate section 


Telecoms suitors to begin 
formal bid talks with MCI 


By Alan Cane m London and 
WiSam Lewis and Richard 
Waters in New York 


MCI, the US group at the 
centre of one of the most dra- 
matic takeover struggles in 
telecommunications history, 
will today begin formal talks 
with its three competing suit- 
ors - WorldCom, GTE and 
British Telecommunications. 

The first discussions will 
involve MCI, BT and GTE, 
which last week made a $28bn 
all-cash offer for the US opera- 
tor. MCI and BT will then hold 
talks with WorldCom, whose 
own all-share bid is worth 
about $30bn. 

MCI is expected to he repre- 
sented by Bert Roberts, chair- 
man and chief executive; BT 
by Sir Tain Variance, its chair- 
man, and Sir Peter Bonfield, 
chief executive; GTE by chair- 
man Charles Lee; and World- 
Com by chief executive Bern- 
ard Efabers. Informal talks 


between the four companies 
took place this week but today 
marks the b eginning of the for- 
mal process. 

Sources dose to the discus- 
sions stre ss as an important 
factor BT’s conviction that 
although its offer for MCI - at 
about $24bn in cash and shares 
- is the lowest of the three, its 
20 per cent holding in MCI and 
other legal factors have 
equipped it with a partial veto 
over other bidders. 

BT can. for example, delay a 
hostile bidder from taking con- 
trol of MCI for a year. But 
advisers to other companies 
involved in the bidding say 
that while BT is in a position 
of influence, it will be MCTs 
decision. “BT has same cards, 
but they should not be over- 
stated,” one adviser said. 

BT has consistently said its 
preferred global telecoms part- 
ner is MCI, indicating that it 
still believes its original 
merger plan with MCI could be 


consmnated, with a third part- 
ner - almost certainly GTE - 
brought in on favourable 
terms at a later date. 

Some advisers suggested 
yesterday that such a solution 
would have the least problems 
in finding regulatory approval, 
as all the mandatory clear- 
ances have been secured. This 
scenario is thought to be simi- 
lar to one devised by BT and 
GTE in talks before the World- 
Com bid. 

But others involved in the 
talks reacted with incredulity 
to the idea that BT could suc- 
ceed with its bid without rais- 
ing the value. “There would 
have to be a lot more money 
offered or some funny gas 
sucked if MCTs shareholders 
go fix: BT," one said. 

Tomorrow WorldCom will 
try to step up the pressure on 
GTE by highlighting at a press 
conference in Washington DC 
the regulatory difficulties its 
rival may have with its bid. 


Boeing blames loss on strong demand 


Continued from Page 1 


analyst at Lehman Brothers in 
New York said: "The Issue far 
investors now is that it will 
take Boeing most of 1998 to 
work through the production 
ramp-up. The group will proba- 
bly have a great 1999. but that 
is a long way away.” 

By mid-day yesterday, Boe- 
ing's shares had fallen S per 
cent to $49ft. 

Wolfgang Demisch of Bank- 
ers Trust warned: “This indus- 
try is still in a rampant up- 
phase and that means there 


could be more problems next 
year." He expressed concern 
that Boeing would have to 
take an additional $lbn charge 
in the fourth quarter from 
writing down assets of McDon- 
nell Douglas, which Boeing 
acquired earlier this year. 

Analysts believe that Boeing 
is set to stop producing 
McDonnell Douglas civil air- 
craft. Boeing said yesterday, 
however, that it had not yet 
made any decisions on the 
fixture of the McDonnell Doug- 
las civil aircraft programmes. 

Boeing first made its produc- 


tion problems known in Sep- 
tember, when it said it would 
have to delay the delivery of 12 
aircraft Boeing could not say 
yesterday whether further 
deliveries would be delayed. 

Mr Concht said the sudden 
increase in demand had caused 
“major inefficiencies through- 
out the entire process chain”. 
Materials, aircraft and parts 
were in the wrong places and 
recruiting the new employees 
had caused further inefficien- 
cies. He said it would take 
until next year for production 
to be fully restored. 


Frankfurt 
outstrips 
London’s 
Liffe on 
long bonds 


By Samer tskandar 
hi London 


Germany’s chances of 
the fixtures mar- 
ket far long-term government 
bonds were given a significant 
boost this week when Frank- 
furt’s market share in 
Europe’s most liquid instru- 
ment rose above London’s far 
the first time. 

Deutsche Terminbbrse yes- 
terday said it had traded 
183,846 futures on German 10- 
year bonds - bunds - or 52 
per cent of total activity on 
Tuesday against 169,460 lots 
cm the London International 
Financial Futures and Options 
Exchange. 

The news is likely to 
Increase competition among 
Liffe and its French, Swiss and 
German rivals, which forged 
an alliance last month to offer 
all their products on a single 
electronic trading platform. It 
also weakens Liffe’s claim 
that its open outcry trading, 
where traders face each other 
on a large floor, offers better 
liquidity - the ability to trade 
large amounts - than elec- 
tronic trading, which is 


“We have to concede that 
DTB is nnirtng f inroads into 
our market share,” Liffe 
yesterday. “But this is only on 
one simple product More com- 
plicated instruments [such as 
options and short-term inter- 
est rate futures) are still much 
more liquid in open outcry.” 

DTB yesterday said it was 
confident it would retain a 
"steady 50 per cent share of 
the [bund] market for the rest 
of the year”. 

Liffe still has a Ki g nifw -amt 
lead over its European rivals 
on short-term interest rate 
contracts. 

Bat dominance of bund 
futures, Europe's most 
actively traded long-term 
bond contracts, is seen as a 
key factor in the fight for mar- 
ket share in the run-up to 
European economic and mone- 
tary union. 

The market for interest rate 
derivatives is expected to 
shrink as Emu brings the 
financial markets of partici- 
pating countries closer 
together, reducing the need 
far futures and options as a 
protection against sharp 
moves in interest rates. 

Traders said Tuesday’s 
event was symbolically impor- 
tant. “A lot of people have 
been waiting for this to hap- 
pen,” said a derivatives sales- 
man at a large Paris hank , 
also active on Liffe. 

DTB has been gradually 
increasing its share of the 
bund market — from around 
30 per cent in January to 
roughly 46 per cent during the 
summer. 


Bonds, Page 22 


Europe today 


Most of Scandinavia wifl have rain 
followed by sunny spete and 
showers. Eastern Europe win be 
windy with bursts of rain, but central 
and western Europe should be dry 
with some sunshine after early fog 
has cteareti Around flw Pyrenees, 
there win be heavy rain or 
thun de rst o r ms . The Iberian 
peninsula wffl be fine, apart from 
showers In the north-west. Southern 
Italy wffl have more showers, with 
brief spate of sunshine, but northern 
Italy wDI have more sunshine after 
some early mist Greece wffl have 
heavy showers and occasional 
thunderstorms. 


Five-day forecast 

The Medi te rr anean will become 
unsettled again with further showers 
or thunderstorms In central and 
eastern areas. It should become tine 
on Saturday, apart from some ran 
moving into Portugal. Much of 
central and western Europe wfl! stay 
dry. but the east and north-Aast wID 
have more powers, with snow over 
northern Scandinavia. 
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SitusOon at rrkktey. Temperatures maximum for day. Forecasts by PA WoathvCentn 


Abu Dhabi 

Accra 

Algiers 

Amsterdam 

Athene 

Atlanta 
8. Aires 
BJiSffl 

Bangkok 

Barcelona 


Maximum 

Cdstus 
Cloudy 30 
Fair 31 
Cloudy 25 

Cloudy 12 

Thunder 21 

Sin 18 

Fair 23 
Fsfr 11 
Fair 35 
Fair 22 


Belfast 


Bermuda 


Bombay 

Brussels 

Budapest 

Chagen 

Cairo 

Caracas 


Sun is 

Oarttff . 

Far 12 

Fair 10 

Casablanca 

Fair 24 

Far 13 

Chicago 

Cloudy 11 

Cloudy 9 

Cologne 

Cloudy 11 

Far 25 

Dakar 

Sun 31 

Fair 20 

Data 

Shower 23 

Sun 34 

DeW 

Sun 28 

Fair 11 

. Dubai 

Fair 33 

Sun 10 

DubSn 

Cloudy 11 

Shower 8 

Dubrow* 

Cloudy 13 

Sun 26 

Edinburgh 

Cloudy 10 

Fiair 32 

Faro 

Fair 22 


Frankfurt 

Geneva 

Gibraltar 


Constant improvement of our service. 
Th3t's our commitment. 
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Hamburg 
Helsinki 
Hong Kong 
Honolulu 

Istanbul C 

Jakarta 

Jersey 

Johannesburg 
Karachi 
Kuwait 
L Angeles 
Las Palmas 
Lima C 

Lisbon I 

London 
Luxbourg 
Lyon C 

Madeira 


Rein 


Sun 


11 

Madrid 

Fair 

19 

Rangoon 

Fair 

32 

14 

Majorca 

Sun 

23 

Reykjavik 

Cloudy 

5 

21 

Malta 

Fair 

25 

RIO 

Fair 

24 

10 

Manchester 

Fair 

10 

Rome 

Showar 

16 

B 

Manila 

Shower 

32 

S. Fraco 

Falr 

20 

1 

Malbouna 

Fair 

21 

Seoul 

Ft* 

18 

31 

Mexico City 

• Fair 

22 

Singapore 

Showar 

33 

30 

Miami 

Sun 

27 

Stoekftoflrn 

Strasbourg 

Sydney 

Pair 

Fair 

Sun 

7 

18 

33 

MHan 

Montreal 

Cloudy 

Cloudy 

18 

4 

10 

23 

13 

Moscow 

Steel 

2 

Tangtar 

Showar 

23 

25 

Munich 

Cloudy 

8 

Tef Avfv 

Cloudy 

25 

30 

Nairobi 

Showar 

24 

Tokyo 

F*r 

24 

33 

Naples 

Thimdar 

20 

Toronto 

Cloudy 

8 

22 

Nassau 

Far 

29 

Vancouver 

Cloudy 

11 

26 

New York 

Far 

10 

Venice 

"TSJ 

15 

24 

Nice 

Shower 

19 

Vienna 

12 

21 

Nicosia 

Sun 

24 

Warsaw 

Shower 

7 

13 

C Mo 

Fair 

6 

Washington 

Sun 

13 

9 

Paris 

Sun 

12 

WeamgtoR 

Fair 

15 

15 

Perth 

Fair 

28 

Winnipeg 

Fair 

3 

25 

Prague 

Fair 

9 

Zurich 

Cloudy 

9 
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Typhoon in a teacup 


Fears that plunging Hong Kong 
share prices will unravel the global 
boll market look overdone. Sure, 
the 23 per cent fall this month has 
been disconcerting. Hong Kong was 
supposed to be the safe haven from 
Asian disarray. Now ft too has been 
contaminated by currency jitters 
and rising interest rates. FOr final 
managers groggy after serial mug- 
gings first in Japan, then in south- 
east Asia, this last cut will have 
been the deepest: most US and UK 
fond managers ace heavily over- 
weight in Hong Kong. 

Logically, there are no grounds 
for a spillover on to Wall Street, or 
intn Europe. They share neither the 
economic attributes of the Asian 
countries, nor the peculiar risk of 
Hong Kong’s peg to the US dollar. 
Moreover, macmnrfi as Asian stock 
TTMTkpt*; have been undermined by 
currency weakness, the world's cur- 
rencies cannot all be weak togetber. 

In fact, if Asian deflation is 
exported into the US, this could 
actually help asset prices by cap- 
ping any rise in interest rates. And 
if Hinwg - Kong's difficulties prompt 
general investor withdrawal from 
Asia, these flows should provide 
support to the mature markets. 
With Latin America having enjoyed 
large gains this year, investors 
would be unlikely to take a punt on 
awnflv» i* emerging market. 

If fcmdamentals were the only fac- 
tor at work, pressure cm the Hot® 
gon g dollar would abate and Ufa 
would return to normal. But with 
many markets at valuation 
wgtrpmwft, the risk, however irratio- 
nal, of Hang Kong sparking a wider 
correction cannot be altogether 
ignored. 


FTSE Eurotop 300 index 
975.1 (-10.2) 


Boeing 


Stare price nteHv* to tf» 

SAPGompoete 



source production of feeyp^ 
For the aerospace indwW. 
mg’s difficulties are a 
lug. The group win surdy trrto 

Stiact some 

tarty suppliers, though squeezing 
toobard would P«>baHybe 
sdf-defeating- Airbus wffldoubttess 
Sethis episode to 
rival’s reliability and try to Pp«Sl 

Bm ft te runnijigatM 

woduction itself The veal wbmefs 
Srelikdy to be the airttofis. Whfla 
enme - sa? those in bard-hit south* 
east Asia - might secretly 
a delay in deliveries. wfflpre- 

sumably try to 

dal penalties or a better deal on 
future purchases. 


deal's motivation is suspect, they 
are anyway perfectly free to vote it 
down. 

Suppose, though, that a company 
really wanted to test its advisers 
true views. It could always offer to 
pay them in paper - either sfrafem 
whartw, or even better some kmd at 
highly-geared instrument such as a 
warrant or an option. That way. the 
h ank ers would have a rather 
sharper incentive to consider a 
deal’s e f fo rt* from the shareholder's 
point of view. 

Bankers, needless to say, are 
none too keen on this notion. But 
rYwnpwriips might neverthe le s s find 
it instructive to put it to them. 
After all, if an adviser promoting a 
deal recoils from the prospect of its 
client's paper, the transaction may 
not be quite as enticing as it 
looks. 


Takeovers ^ 

How much debt should investare 
be prepared to Hve with? Cert &miy 

they are feeling a little <1®*®** 
GTE’s $28bn bid for MCL ff GTE 
succeeds, it will be bala nc i n g bor- 
rowings of 3S4bn an a market caj£ 
talisation of around f45bn. Most 
utilities, despite guaranteed income 
from monopoly franchises, would 
hesitate to gear up that highly. 

Maybe investors are being ton 
Hmid, however. T ha nk s to the tax 
break on Interest costs it is entirely 


rational for companies to use leviap- 
age - up to a point. In the US. 
a 


Investment banking 

The recent flood of mega-deals 
has revived an ancient chestnut: 
how far are such forays the product 
of over-enthusiastic investment 
bankers egging management on? It 
is true that the hank ers have an 
obvious conflict of interest Suppos- 
edly, they are there to provide dis- 
passionate advice. But since big 
deals generate big fees, any wise 
company will treat their pronounce- 
ments with a suitable dollop of 
scepticism. 

Of course, to blame the bankers is 
fundamentally pretty absurd. If 
shareholders think a company’s 
board is too easily swayed by fee- 
hungry advisers, they should ask 
themselves whether such flaky 
management should not be 
changed. And if they think a big 


Boeing 

Being in a cyclical industry is ho 
fun - first you bare no work, then 
too Twneh Boeing cannot bttild its 
aeroplanes fast enough and while 
most companies dream of this kind 
of “problem”, Boeing’s investors 
have little to laugh about The addi- 
tional cash costs of ramping up pro- 
duction, put at $2.6bn for this year 
apt! next, will cut around a fifth, off 
1998 naming s and kno cke d 8 per 
cent off the shares yesterday. Fol- 
lowing a 50 per rant increase in 
production in 12 months, difficulties 
were probably inevitable. But their 
scale has far exceeded expectations. 
That raises the question of whether 
top management, busily taking over 
Mrrvmnan Douglas, took its eye off 
the balL And given that shortages 
at suppliers are at the root of the 
problem, it may be that Boeing has 


the wide acceptance of credit ratrf 
trigs , companies are much more 
aggressive at managing their bal- 
ance sheets to maximise share-. 
hqiKter r e t u rns. Even before thfabH , 
GTE never aimed for more than a 
sfngle-A credit rating: Nor do the 
numbers look too frightening hr 
this case. GTE’s debt would be only - 
three times the new company’s^ 
projected earnings before interest, 
tax, dep redation and amortisation 
(ebitda) of glSbn after the acquisi- 
tion. That is consistent with tati 
ple-B rating which is still consid- 
ered investment grade. Most cable 
companies, which have strong local 
franchises similar to GTE, have 
debt/ebitda ratios of five or sftt 
times. 

In more cyclical industries, off 
course, this type of leverage is 
likely to mid in tears. And of course J_ 
investors still have to make a sep 
rate judgment on whethe r 'flu ., 
acquisition makes sense. But GTOft - 
appetzte for debt should not putt 
them off- !*■■» 


Additional Lex on C3)G 
privatisation. Page 21 
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INSIDE 


Nike strikes back 
in sponsor wars 

Nike, the Oregon-based 
sportswear group 
which, sponsors the 
stars of Brazil's 
national soccer team, 
incl uding Denilson, 

^ left, announced an 
eight-year censorship 
deal with the US Soccer 
Federation worth 
5120 m, two days after it 
lost out to its arch-rival 
Adidas of Germany in 
the race to sign up the New Zealand Ah Blacks 
rugby team. Page 18 

Property takes a global view 

The property consultancy business used to be 
largely, a home-grown, sector in the UK But mul- 
tinational corporations incr easingly want a sin- 
gle, professional adviser to meet their property 
needs across the world. Page 21 

Banking on the high rollers 

Many Far Easterners love a flutter, but can 
gambling stocks help brokers looking to buck 
the downward trend in share prices? A repeat by 
Flemings, the.investment hanir, suggests the 
quoted gaming sector is a good bet Page 34 

Saudi Arabia to focus on natural gas 

Saudi Arabia, holder of the world's largest oil 
reserve* is to focus its future exploration effort 
on natural gas in order to meet surging domes- 
tic demand. Page 24 

Colombia to sell 10-year Treas ur ie s 

Far the first time In Colombia's history, inves- 
tors will be able to buy 18-year Treasury paper 
(TESs) through an auction today. Page 22 
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Offering equal to 17.4% of company’s current market value Pinault 

SGS-Thomson $2 bn share issue StSipt 


Companies In this Issue 
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AGF 

17 Kao 

19 


American Express 

7 Kia Motors 

17 


Anoka Tambang 

19 Krung Thai Bank 

19 


Artfrnis 

17 Laaseteberger 

20 


Ath4ne 

17 Lehman Brothers 

17 


Autofiv 

20 Land Lease 

19 

' — - 

BASF 

20 MCI 

18k 17 


BMW 

. 20 MagyarCom 

20 

~ - ~ 

BT 

IB Matav - 

20 


BZW 

17 Mercedes-Benz 

20 


Bely 

2 o Mirror Group 

30 

-> r 

Bankets Trust 

47 Morgan Stanley 

17 

- — ^ 

Barclays Bank 

17 National Mutual 

19 


Bayarieche VB 

2 Q OerfHcon-BOhrie 

20 


Boeing 

7, VI® PSM 

22 

! V 

British Aerospace 

17 PolyGram 

20 




20 


CEA Industrie 
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21 

•ji.--.Si 

Cable & Wireless 

30 




SO 

20 



RJoTTnto 

24 



20 
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Rote-Royce 

30 
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SAP 

17 


Cerabrus 

21 SCA 

. 20 


China Tetocom 

19 

SGS-Thomscn 

17 


CuOgan 

21 Salomon Brothers 

17 


DMG 

17 Saha 

20 


Dana Petroleum 

21 ShoS Irtfl Chemical 

20 


Dassault Aviation 

20 SmtthKIfne Beecham 

21 


Delphi 

21 Someel 

17 


DeHaAirUnee 

1,7 Tabacaiera 

20 


Deutsche Bank 

17 Telco 

19 

upp* 1 

EDS 

17 Telstra 

19 

EJectra Flaming ... 

• *1 Thomson-CSF 

17 

Erato Baltic 

2® ■ Tohoku Electric 

22 


France Telecom 

17 UPS 

7 


Frankfurter Hypo 

22 United Biscuits 

17 


GTE 

16 VW 

20 


General Motors . 

7 Volvo 

20 


Generali 

17 WPP 

30 


HSBC 

30 Woiseley 

30 


Hypo tn Essen 

. 20 WorldCom 

16 


Hypo-Bar* 

20 Worms & Compagnie 

17 
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FT reporters 

Investment bankers are 
working on a new $2bn issue 
of shares In SGS-Thomson 
Microelectronics, the Franco- 
I tali an semiconductor manu- 
facturer. 

An offering of this size 
would represent about 17.4 per 
cent of the $ll.5bn market 
value of the group, based on 
yesterday's closing share price 
of FF439J. 

. The company, sometimes 
held up as a mode) of Euro- 
pean high-tech development, is 
currently 69.4 per cent owned 
by French and Italian state- 
controlled entities. 

The offering, which has not 

Shares up 
in German 
software 
house on 
high sales 

By Graham Bowtey 
in Frankfurt 

SAP, the rapidly expanding 
German business software 
group, yesterday surprised 
investors with stronger-than- 
expected sales and profits 
growth in the third quarter. 
The company said it had 
brought forward the planned 
launch of its shares on a US 
Stock exchange to the third 
quarter of next year. 

SAP shares rose sharply 
after the group announced 
that sales increased 82 per 
cent to DM1.42bn (S810m) and 
pre-tax profits grew 86 per 
cent to DM25 lm in the third 
quarter compared with a year 
ago. 

However, analysts cautioned 
that the group's costs were 
also higher than expected. 

Dietmar Hopp, one of SAP's 
two chief executives, said: 
“We expect sales growth to 
slow in the fourth quarter. 
However, for the year as a 
whole we expect a revenue 
increase of 50 per cent if cur- 
rencies remain favourable." 

SAP, whose popular busi- 
ness software has been 
adopted by many of the 
world's best-known compa- 
nies, reported strong new 
business in the UK, US and 
Japan, with sales helped by 
the weakness of the D-Mark. 

It said growth in the UK had 
been conspicuously strong, 
reflecting the robust growth 
of the British economy. It said 
it had won new high-profile 
clients in the UK including 
United Biscuits. British Aero- 
space and Barclays Bank. 

SAP also reported important 
new contracts in the US, 
including Electronic Data 
Systems and MCI Telecommu- 
nications. 

The company is now trying 
to break into the market for 
small to medium-sized compa- 
nies, launching yesterday a 
new programme to attract 
smaller German clients. 

Mr Hopp said many of Ger- 
man Mittelstand companies 
understood information tech- 
nology poorly and were badly 
prepared for events such as 
the change-over to the Euro- 
pean single currency. 

SAP’s shares rose DM20.20 
to close at DM500. 

Its figures were above 
expectations and prompted 
several analysts to raise their 
profits forecasts for this year 
and next 

SAP said it had not yet 
decided which stock exchange 
it would choose to list its 
shares in the US. "We are con- 
sidering Nasdaq or the New 
York Stock Exchange,” said 
Henning Kagermaxm, a board 
member. He said SAP did not 
plan a share issue to mark its 
listing in the US. 

SAP was founded a quarter 
of a century ago and is now 
one of the world's biggest soft- 
ware companies. In an 
attempt to manage its rapid 
expansion, it has recently 
reorganised its operations by 
creating new development and 
marketing foams which focus 
more closely on industries 
rather than countries. 

Mr Hopp said the insider- 
trading investigation which 
had been an embarrassment to 
SAP when it was launched by 
German prosecutors in May 
was continuing, but he said it 
had been scaled down and 
now only concerned a small 
group of suspects, none of 
whom were top ranking 
employees. 


yet been filed to financial 
regulators, may represent the 
last issue of SGS-Thomson 
shares for some time because 
the Socialist-led French gov- 
ernment is intent on keeping a 
majority of the group in public 
hands. 

The principle whereby 
Italian and French state- 
controlled entities hold an 
equal stake also looks certain 
to be adhered to. 

Morgan Stanley, the US 
investment bank, is under- 
stood to be the global co- 
ordinator of the issue. The 
other banks Involved In the 
deal are Salomon Brothers, 
Deutsche Morgan Grenfell and 
i4»hman Brothers. The expec- 


ted dominance of US bouses in 
the issue prompted one analyst 
to say: "For a big global indus- 
try that wants to raise $2bn 
you need people with distribu- 
tion in the US. 

"I can’t think of a French 
group that can offer that. This 
is all part of the investment 
banking story.” 

Demand for an eventual 
issue is expected to be particu- 
larly high in the US from 
Investors keen to buy tech- 
nology stocks. 

A number of recent develop- 
ments have indicated that 
conditions for a new issue of 
the company’s shares were 
starting to fell into place. 

In September, Thomson-CSF. 


the French defence electronics 
group, said it was selling its 
17.2 per cent stake in SGS- 
Thomson to CEA Industrie, 
the French nuclear technology 
group, and France Telecom, 
the former monopoly operator 
recently part privatised in the 
largest ever French initial pub- 
lic offering. 

The Sl^Sbn deal took the 
stake in SGS-Thomson held by 
CEA and France Telecom to 
&L5 per cent 

France Telecom, in par- 
ticular, is thought to have 
little medium- to long-term 
interest in keeping the two 
companies' holding at such a 
high level. 

The semiconductor group is 


also about to be admitted to 
Fr anc e's benchmark CAC 40 
stock market index to a move 
that will take effect on Novem- 
ber 12 . 

Such developments often 
trigger substantial institu- 
tional buying of the shares of 
the wiinpaniM concerned. 

SGS-Thomson is listed in 
Paris although it quotes 
figures in US dollars. In July, 
it reported a 48 per cent 
decline in first-half net income 
from S351.1m to (182.6m after 
issuing a p r o fi t warning earlier 
in the year. 

None of the investment 
h anks involved in the deal was 
prepared to comment yester- 
day. 


Management and workers reject rescue package 

South Korea to 
nationalise 
carmaker Kia 


Mi 


By John Burton in Seoul 

: South Korea yesterday said It 
would nationalise the troubled 
Kia Motors and sell its truck 
division - a reversal of its 
decision not to rescue the 
nation’s third largest car- 
maker. 

The proposed state takeover 
was rejected by Kla’s manage- 
ment and workers, who staged 
a walk-out to protest over the 
loss of corporate independence 
and the expected ousting of 
senior executives. Korea's larg- 
est trade onion organisation 
also threatened an Industry- 
wide strike. 

"The government acknow- 
ledges the quick end of Kla's 
problems is the most urgent 
task to stabilise financial mar- 
kets and to improve confidence 
in our economy," said Kang 
Kyong-shik, the reform-minded 
finance minister, who had ear- 
lier rejected state aid. 

The financial problems at 
Kia since mid-July have 
caused the Seoul bourse to fell 
to a five-year low and the cur- 
rency, the won, to reach a 
record low. The stock market 
responded to yesterday’s 
announcement with a 6.1 per 
cent jump to 601.32 points. 

The government also 
appeared to be bowing to polit- 
ical pressure in a presidential 


election year in which the 
leading candidates have called 
far a state rescue of Kia to 
prevent job losses among its 
22.000 workers. 

The state-run Korea Devel- 
opment Bank will take a con- 
trolling 30 per cent stake in 
Kia through a debt-for-equities 
swap, one of the first such 
deals in Korea, after placing 
the car and truck units under 
court receivership. 

Court receivership will guar- 
antee that creditor banks can 
begin recovering their loans to 
Kia within one year and 
reduce their exposure to Kia’s 
large debts of Wonl0,500bn 
($11.48bn). 

A court decision to freeze 
Kla's debt payments as it 
sought bankruptcy protection 
from creditors for five years 
had forced cautious finance 
institutions to withdraw loans 
from other highly-leveraged 
companies that set off a recent 
string of bankruptcies. 

Plans to sell Asia Motors, 
Kia’s truck division, will also 
help pay debts. Daewoo has 
expressed interest in it 

Mr Kang said It would be up 
to the next government, which 
will be elected in December, to 
decide whether Kia would 
remain a state-run company or 
be sold to another Korean car- 
maker. Samsung Is believed to 



A Kia worker guards a gate at the group’s Seoul plant 
yesterday after a walk-out over the planned state takeover nun 


be interested in buying Kia. 

But the likelihood of Kim 
Dae-Jung, leader of centre-left 
opposition, becoming president 
will increase chances of Kia 
remaining state-run. Mr Kim 
has opposed the expansion of 
giant conglomerates such as 
Samsung. Analysts said a Kia 


state takeover would contrib- 
ute to a "creeping nationalisa- 
tion” ol troubled enterprises 
after the government's 49 per 
cent stake acquisition in Korea 
First Bank to rescue it from 
mounting bad debts. 

Editorial comment. Page 15 


to buy 
Worms 

By David Owen in Paris 

Francois Pinault, the French 
financier, yesterday aban- 
doned his attempts to bay 
Worms & Compagnie, appar- 
ently leaving the path clear 
for a friendly takeover bid 
which the conglomerate’s 
leading investors launched 
earlier this month. 

The move had been widely 
expected because of a sharp 
increase in the price of shares 
in AGF, the French insurance 
group and one of the investors 
to Worms, after AGF became 
the subject of a separate 
FFr55 hn ($9.35hn) hostile bid 
by Assicnrazioni Generali oS 
Italy. 

AGF shares dosed last sight 
at FFr318JH), having stood at 
FFr238.40 when the friendly 
casb-and-paper offer for 
Worms was launched. As a 
result, this offer values 
Worms well above the FFr410 
a share, or FFzftObn, offered 
by Mr Pinault through 
Artemis, a holding company. 

Artemis said yesterday that 
the amount to be paid to those 
tendering their shares to the 
friendly offer bore no relation 
to the economic value of 
Worms. It had therefore 
decided to withdraw its offer. 
AGF*s shares are also above 
the FFr300 a share offered for 
it by Generali. 

In addition to AGF, which 
owns 7 per cent of Worms, 
Italy's Agnelli family is also 
involved in the friendly bid. 

Under the proposed deal. 
Someal, a company owned by 
the A gnellis , would raise its 
stake in Worms from 20 per 
cent to 100 per cent. AGF 
would take a stake in Someal 
and acquire Athdna, Worms' 
insurance subsidiary, for 
FFrl2bn in cash and shares. 

Mr Pinanlfs thwarted take- 
over bid was part of an 
unprecedented wave of corpo- 
rate activity in France in 
recent weeks. Many see this as 
a sign that aggressive Anglo 
Saxon-style management prac- 
tices are starting to become 
more acceptable in the coun- 
try's traditionally stuffy 
boardrooms. 

Artemis’s bid was explained 
by the Pinault camp as an 
a ttempt to diversify the finan- 
cier’s interests into areas such 
as financial services while 
ensuring a future for Worms’ 
wide-ranging industrial inter- 
ests. 


Barclays plan for 
new momentum 
after BZW sale 



By Tracy Corrigan and WlUfam 
Lewis In New York 

Barclays Bank plans to build 
proprietary debt trading and 
high yield debt business to an 
effort to regain momentum 
following the decision earlier 
this month to sail the advisory 
and equity businesses of BZW, 
its investment bank. 

Barclays Capital, the 
ongoing investment banking 
business, aims to develop its 
Integrated credit and capital 
markets operation to offer 
syndicated lending and band 
underwriting across a range of 
international markets. 

Mr Bob Diamond, the new 
chief executive of Barclays 
Capital, said the change of 
direction would "give us an 
opportunity to become 
extremely focused on the Inte- 
gration of the credit product”. 

Barclays Bank, which Is 
expected to invest £25m-5Qm 
annually in developing Bar- 
clays Capital over the next two 
to three years Is pursuing a 
strategy which runs counter to 
that being followed by big 
European rivals such as Deut- 
sche Bank. These are spending 
heavily on investment hanking 
in an effort to compete glob- 
ally with the big US invest- 
ment banks. 

Some analysts are sceptical 
about the viability of a credit 
markets business outside the 
context of an integrated full- 
service investment bank. One 
London-based analyst yester- 
day said: "It's a highly commo- 
ditised business and Barclays 
is still lined op competing with 
global investment banks. I’ve 
heard no convincing explana- 
tion of why Barclays should 


have a competitive advantage 
in the debt markets, particu- 
larly to view of the feet that 
these have been underperform- 
ing businesses." 

Mr Diamond said the com- 
pany was taking a big bet that 
a large liquid European credit 
market would develop rapidly 
following European monetary 
union. "The single currency 
man rig the be ginning of an 
incredible period for corporate 
finance in Europe,” he said. In 
the new European credit mar- 
ket, the focus would be on 
credit rather than currency 
risk. Mr Diamond believes that 
Barclays Capital will play a 
"significant and Important 
part” in the development of 
the nascent European high 
yield market 

In order to build up its busi- 
ness In the mature US high- 
yield market Mr Diamond Is 
seeking to develop a "rela- 
tively strong standing” in 
industries that are active in 
hi gh yield flrianri ng , such as 
telecommunications. He also 
wants to raise Barclays Capi- 
tal's profile in the US market 
for high-yield foreign brads. 

The shift towards proprl- 
etary trading, or trading on 
the bank's own account, is j 
designed to "take advantage of j 
two of our great attributes - 
capital and information". 

Mr Diamond said the firm ' 
would not focus an the large 
domestic US investment grade 
market, neither were there 
plans to increase its 60 -strong 
US sales staff 

US investment hank Donald- 
son, Lufkin & Jenrette is 
among those believed to be 
interested in purchasing the 
businesses up for sale. 
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COMPANIES AND FINANCE; TH E AMERICAS — 

Brazil’s Varig joins Star airline alliance 


By Arkady ' Ostrovsky 
in Ffio cte Janeiro 

Star Alliance, the world's most 
powerful airline grou p in g , moved 


it formally welcomed Varig, Bra- 
zil's main airline^ as a foil member. 

The alliance - which Is led hy 
United Airlines of the US and Luft- 
hansa of Germany a nd Air 

Canada, Thai Airways and Scandi- 
navian Airlines System - will now 
gain access to aQ the T-attn Ameri- 
can cities served by Varig. 

“Varig Is Latin America's oldest 
and best known anting , and flies to 
every major destination In South 


America. Today we’re delivering a 
continent to our customers,” the 
group said in a joint statement 
Star Alliance is also understood to 
be in talks with Cathay Pacific Air- 
ways and Singapore Airlines to 
increase the group’s share of the 
Asia-Pacific market 
Alliances like Star offer passen- 
gers joint benefits and issue tickets 
with the same shared code, allow- 
ing them to buy tickets on flights 
operated by other carriers in the 
group. Airlines are also able to 
check passengers and their bag- 
gage all the way through regard- 
less of the number of changes on 
route to the final destination. 


The Star partners also offer a 
joint mileage programme which 
enables passengers to accumulate 
and redeem mileage points on each 
of the alliance flights. Passengers 
are able to use 185 lounges around 
the world controlled by different 
members of the group. 

Jan Stenberg, president of SAS, 
says the anted airlines will also 
improve co-ordination of traffic, 
making interconnections between 
flights more convenient. Jurgen 
Weber, Lufthansa chan-man , said 
the alliance would improve trans- 
parency, giving passengers more 
information .about which carrier 
they would be flying with. 


Members of the alliance, which 
last year had revenue of $45.7bn 
and 230,000 employees, say the 
partnership also delivers financial 
benefits to companies by reducing 
overheads and increasing their 
purchasing power. 

Mr Weber said Lufthansa made 
DM300m ($176m) from partnership 
operations last year and estimated 
the profi ts would reach DM400m 
next year. 

He said the partners were plan- 
ning a “landlord" programme, 
which means, for example, that all 
ground services for alliance mem- 
bers in Germany would be pro- 
vided by Lufthansa, while Varig 


Nike sponsors US 
soccer for $120m 


By Patrick Harverson 

Nike, the Oregon-based 
sportswear group, yesterday 
announced an eight-year 
sponsorship deal with the 
US Soccer Federation worth 
5120m. 

The contract came two 
days after Nike lost out to its 
arch-rival, Adidas of Ger- 
many, in the race to sign up 
the New Zealand AH Blacks 
rugby team. 

On that occasion, Adidas 
topped Nike’s offer to the 
New Zealand Rugby Football 
Union with a bid worth more 
than $45m over five years. 

But yesterday the US 
group got its revenge as it 
clinched the US soccer deal, 
despite a last-minute chal- 
lenge from Adidas. 

Competition among global 
sportswear brands has 
always been strong, but it 
has Intensified noticeably in 
the past year as the biggest 
brands - among them Nike, 
Adidas, Reebok of the US 
and Uxnbro of the UK - have 
spent increasingly large 

sums si gnin g up pr ominent 

international teams and 
national clubs. 


The sportswear companies 
are willing to spend heavily 
because they believe the 
wearing of their logos by the 
world's top sports stars is a 
highly effective way of mar- 
keting their shoes and cloth- 
ing to brand-conscious 
consumers. 

This explains why Nike 
has chosen to sign a new 
deal with the USSF that is 
worth about 10 times as 
much as the company's cur- 
rent contract with the feder- 
ation. which dates back to 
1994. 

Nike is gambling that 
soccer - which lags some 
way behind American foot- 
ball, haaloHiall and hamafr aTl 
in popularity among US 
sports fans - will take off in 
file country. 

The sponsorship deals are 
not only getting bigger; they 
are becoming more complex. 

Jim Trecker. spokesman 
for the USSF, said the deal 
with Nike bad “many com- 
ponents. It's more than a 
money deal It’s much more 
of a partnership between the 
two." 

The new contract is likely 
to be similar to the record- 


breaking 5200m, 10-year deal 
that Nike struck with the 
Brazilian football federation 
last year. 

Under the terms of that 
contract, Nike is allowed to 
arrange five friendly interna- 
tionals for the national team 
each year. 

In return, Brazilian foot- 
ball receives a sum of money 
up front, a royalty on the 
sale of all Brazil shirts, sup- 
port for improvements to the 
game’s infrastructure in the 
country, and backing for 
youth training. 

The sports brand war 
Shows no signs of abating. 
Several other prominent 
sporting contracts are 
due for renewal soon, among 
them the right to sponsor 
the En gland football team. 

The ren gifa'h Football Asso- 
ciation’s deal with Umbro, 
the UK football-only sports- 
wear company which has 
struggled to match the 
spending power of its bigger 
rivals, runs out in 1999 and 
the FA has already begun 
neg o ti a ting a new contract 

Among the bidders have 
been Nike, Admiral (a brand 
which is owned by the 



Events such as the USA’s victory over Guatemala in a World 
Cup qualifier last year can only help the game In the US ap 


quoted UK company Hay & 
Robertson Adidas) and Ree- 
bok. 

The same companies have 
also been fi ghting each other 


to sponsor top rugby teams. 
Adidas has the All Blacks. 
Nike recently added England 
to its roster, while Reebok 
has Australia and Wales. 


US sees mass 
production of 
‘clean’ cars 


By John Griffiths 

The US Department of 
Energy and an industry 
research group are claiming 
a research breakthrough 
which, they say, will allow 
volume production of care 
powered by virtually emis- 
sions -free fuel cells - hut 
still using petrol as the fuel 
source - within the next 5-10 
years. 

Simple portable power 
packs using the technology, 
such as mobile generators, 
would be on the market 
before the. end of the decade, 
the group said. 

If the technology works as 
well as the research is 
claimed to indicate, the proj- 
ect - led by consultants 
Arthur D. Little (ADL) - 
would overcome the biggest 
single obstacle preventing 
the environmentally “clean” 
fuel cell solving many of the 
world’s car exhaust emis- 
sions problems. 

A spokeswoman for 
USCAR - a research consor- 
tium linking ' Chrysler. Ford 
and General Motors - said 
yesterday that the technol- 
ogy opened up the prospect 
of volume production of the 
“clean" family cars, using 
conventional petrol stations 
for refuelling, by the year 
2010 . 

“There are still some tech- 
nical downsides needing a 
lot of development work; 
nevertheless, this looks like 
a major step forward," 
USCAR said. 

Fuel cells generate electri- 
cal propulsion power by 
chemically combining hydro- 
gen and air, producing 
mainl y water vapour and 
heat as an “exhaust”. 


The supply and storage of 
the hydrogen needed far this 
process, however, has been 
the biggest stumbling block 
to the commercial introduc- 
tion of fuel-cell powered 
cars. 

The prototype fuel cell, 
unveiled this week, would 
allow industry to save “bil- 
lions” by allowing cars to 
use the existing petrol sup- 
ply infrastructure for refuell- 
ing, a spokesman for the 
project said. 

The technology was 
demonstrated at the energy 
department's Los Alamos 
National Laboratory last 
week, being test-run on 
ethanol, methanol and 
natural gas as well as petrol. 

Chrysler displayed a car 
fitted with the basic ele- 
ments of the project's fuel 
cell at the Detroit motor 
show e a rlier this year, but 
without the petrol fuelling 
elements. 

The automotive and 
related industries worldwide 
are in a race to produce 
commercially- viable fuel 
cells - not least as a means 
of meeting severely restric- 
tive exhaust mniiwannw legis- 
lation by California and, 
potentially, other US states. 
Battery-powered cars to date 
have proved disappointing in 
terms of cost, range and per- 
formance. 

Chrysler estimates the 
cost of the new fuel cell, in 
volume production, as likely 
to be around $30 a kilowatt - 
similar to a conventional 

petrol engine. 

ADL and the energy 
department said that more 

prototypes would be pro- 
duced for testing by car- 
makers. 


Strong third-quarter 
recovery at PepsiCo 


By Richard Tomkins 
in New York 

PepsiCo, the US snacks and 
soft drinks company that 
has suffered a string of trou- 
bles over the last year, yes- 
terday reported a strong 
recovery in third-quarter net 
profits from $144m to 5658m. 

In last year’s third quar- 
ter, PepsiCo’s soft drinks 
division suffered a profits 
slump, mainly resulting 
from its unsuccessful 
attempts to vanquish Coca- 
Cola outside the US. I t too k 
an after-tax charge of S376m 
to restructure the business. 

Since then, PepsiCo has 
also suffered weakness in its 
Pizza Hut, Taco Bell and 
KFC fast-food business 
because of competitive con- 
ditions in the US. Now 


named Tricon, the business 
was spun off to shareholders 
two weeks ago. 

Yesterday, PepsiCo said 
net income from continuing 
operations, excluding the 
restaurant division and the 
prior year’s $376m charge, 
rose from $10m, or 1 cent a 
share, to $S51m, or 35 cents a 
share in the third quarter. 
The market forecast was 32 
cents a share. 

PepsiCo said volumes in 
its international soft drinks 
business increased by 4 per 
cent, the first increase in a 
year, and were now back to 
their year-earlier levels after 
the intervening declines. 
The business recovered from 
last year’s losses to record 
operating profits of 575m. 

PepsiCo said it had 
changed its bottling arrange- 


ments in several smaller 
markets. Volume had been 
strong in emerging markets 
such as China, and the com- 
pany had also seen steady 
progress in “critical mass" 
markets in Europe and Asia. 

Domestic operating profits 
from soft drinks fell from 
$435m to $425m amid tough 
price competition. But 
thanks to the recovery on 
the international side, the 
soft drinks division reported 
an overall 40 per cent 
increase in operating profits 
to 5500m. 

The snack foods business 
saw strong gains in North 
America and overseas, grow- 
ing operating profits 16 per 
cent to 5468m. North Ameri- 
can profits rose 14 per cent 
to 5378m and international 
profits 25 per cent to $90m. 


Charges drag DuPont 
to net loss of $ 17 m 


By Tracy Corrigan 
hi New York 

DuPont, the US-based 
chemicals company, yester- 
day reported third-quarter 
net earnings before charges 
of 86 cents a share. 1 cent 
below analysts’ estimates, 
according to First Call 
After non-recurring 
charges of 5998m, or 88 cents 
a share, the company 
showed a net loss of $17m for 
the third quarter or 2 cents a 
share. The charges were 
mainly due to a previously 
announced write-off relating 
to a biotechnology acquisi- 
tion. Jeff Ci and, chemicals 
analyst at Bear Stearns, said 
the write-off was wholly 
expected and represented a 


favourable tax treatment for 
a biotechnology acquisition. 

“In the third quarter, our 
underlying business contin- 
ued to perform at record lev- 
els, driven by strong volume 
growth from our chemicals 
and specialties businesses, 
and record earnings from 
petroleum,” said John KroL 
DuPont's president and chief 
executive officer. 

DuPont recently 
announced its purchase of 
ICTs pigments and polyester 
businesses and the sale of its 
hydrogen peroxide business. 

DuPont ’5 sales for the 
quarter totalled $11.1 bn, up 
from $10.5bn. Petroleum 

sales by the Conoco unit 
rose 8 per cent to $5.3bn, 
despite lower crude oil 


prices, and analysts said 
they are expecting a strong 
performance from this busi- 
ness in the fourth quarter. 

Mr Cianci said that the 
company’s earnings showed 
it was on track to produce 
double-digit growth. 

Chemicals segment earn- 
ings rose 12 per cent to 
$154m. reflecting higher 
earnings from white pig- 
ments and speciality chemi- 
cals. 

Fibres segment namings of 
$238m were up 16 per cent, 
reflecting increased earnings 
for Dacron polyester, Lycra 

brand spandex and aramids, 
but partly offset by lower 
nylon earnings. Polymers 
segment earnings were 
$228m. up 7 per cent 


Aetna’s 

China 

venture 

cleared 

By John Authors 
in New York and James 
Harding in Shanghai 

Aetna, the US life and 
health insurer, yesterday 
announced that it had been 
granted approval by the 
People’s Bank of China to 
operate a joint venture 
insurance business in 
.Shan ghai. It is only the sec- 
ond US insurer to gain such 
a licence. 

Only two Sino-foreign 
joint ventures and one whol- 
ly-owned foreign subsidiary 
operate in the Chinese life 
market, and they are 
restricted to Shanghai. 
China is an attractive mar- 
ket for life assurers, given 
its huge population and 
high savings rate, but inter- 
national Insurance compa- 
nies have found liberalisa- 
tion slow. 

Aetna, which will operate 
with China Pacific Insur- 
ance, China’s second largest 
insurer, had been seeking 
clearance to offer insurance 
in the market since 1992. 

Richard Huber, chief exec- 
utive, stressed the invest- 
ment was for the long-term, 
and that Aetna did not 
expect to realise a profit for 
about a decade. He said: 
“The rule of thumb Is that 
insurance premiums tend to 
stabilise at about 4 per cent 
of GDP in the developed 
world. In China that figure 
is less than 1 per cent, so 
the potential for growth is 
really geometric." 

Aetna will design prod- 
ucts for the venture arid set 
up a new sales force, using 
executives who have previ- 
ously run its operations in 
Taiwan, where the company 
has a staff of 6,000 career 
sales agents. 

Initially the company will 
be restricted to Shanghai 
and offer basic life policies, 
although it intends to 
expand into broader invest- 
ment and retirement prod- 
ucts. 

Aetna announced a joint 
venture with a Brazilian 
insurer earlier this year, 
and Mr Huber said Aetna 
expected Latin American 
markets to grow faster than 
China in the near term. 
“Our strategy is to focus on 
mid-level emerging markets 
and leave the developed 
markets of western Europe 
for the big European insur- 
ers. Mid-level countries like 
Brazil and Mexico will be 
engines for growth five 
years from now, and them 
China and India will be 
engines for growth 10-15 
years from now." 

American International 
Group was the first to enter 
the China market, establish- 
ing AIA, its wholly-owned 
subsidiary, in Shanghai in 
1992. AIA has since been 
given the right also to con- 
duct business in Guangzhou. 

Last month, China gave 
public approval to Allianz, 
tfae German insurance 
group, to proceed with a life 
assurance joint venture with 
Dazbong, the company 
based In Shanghai. Annual 
premium income In Shang- 
hai is expected to exceed 
Yh5bn ($605m) according to 
official government figures. 


would have a similar responsibility 

in Brazil. , 

Last year British Airways ana 
American Airlines announced 
plans for a similar link-up but their 
proposed deal has run into strong 
opposition from the European 
Commission. 

Star has also beak a subject of a 
Commission investigation, but Mr 
Weber is confident of no regulatory 
problems. “You cannot compare 
apples and pears. Unlike BA and 
American, we do not have a 
monopoly on any of our routes. We 
have 11 competitors on our US 
route and our market share is less 
than 30 per cent.” 
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Laurentian Bank stake sold 

Desjardtos-Laurentian Financial, the Canadianhcdd^ 
company, has sold its 575 per cent stakem^a«Mtim 
Canada, the nations's seventh largest, through a 
secondary offering worth C$254m (US$195m). ■ 

had been trying to sen ite s^etoa sin- 

gle shareholder since June, but was unable to reach a 
dll and opted to sell its shares tbrou^^emarketat a 
10 per cent discount. A syndicate of underwriters sold the 
Laurentian shares to pension and mutual 
individual investors. The closing price was about C*10m, 
or 4 per cent, less than the bank’s book value. 

Robert Bass, the Texas bill i onaire, and Industrial Alli- 
ance, the Canadian insurance concern, were believed to 
have been the two remaining bidders for the bank. 

The company said that following the sale, which is 
expected to close an November 12, no single shareholder 
wffl own more than 10 per cent, enabling the bank to 
become a Schedule I institution under the Bank Act. 
Schedule I banks, a classification comprising the com- 
try’s big six finanriai institutions, have more flexibility to 
issue shares. 

Laurentian Bank, founded in 1846. lias assets of over 
C$l2bn and more than 240 branches serving a predomi- 
nantly Quebec clientele. The bank, which reported earn- 
ings of C$l4m on revenues of C$200m in the second quar- 
ter, said it had recently developed a business plan that 
will allow it to expand and refine its distribution of prodr . 
acts and finanriai services. Scoff Morrison, Vancouver 

m AUTOMOTIVE EQUIPMENT 


Federal-Mogul back in black 

Federal-Mogul, the Michigan-based automotive equipment 
supplier which recently announced a $2.4bn recom- 
mended cash bid for Britain's T&N, yesterday said that it 
made an after-tax profit of $17.4m in the third quarter, 
compared with a $12. 6m loss a year earlier. Sales for the 
company, which has been undergoing a significant 
restructuring, were 5424m compared with $492m previ- 
ously. 

Federal-Mogul said that it was still discussing the dis- 
posal of retail operations nr Puerto Rico and Venezuela, 
and total aftermarket operations in Chile and Ecuador. 
But it said that the restructuring plan was an schedule 
During the quarter, the North American original equip- 
ment business posted a 14 per cent sales increase, while 
the international business saw an underlying increase of 
18 per cent although disposals and currency changes 
pushed the reported sales figure down from $52m to 537m. 

. The third quarter result leaves Federal-Mogul with a 
profit of $5R8m for the first nine months, compared with 
a $l45m loss at the same stage last year. 

Nikki Tait, Chicago 

■ MINERALS 


Cyprus Amax warns on transport 

Cyprus Amax, the large Denver-based copper and coal 
producer, warned yesterday that the operational difficul- 
ties being faced by the Union Pacific railroad network . 
were affecting its ability to ship coal and impacting on 
finanriai results. 

However, the cautionary note came as the company 
announced third-quarter profits of $44m after tax for the 
three mont hs to end-September, up from $14m a year ago. 
It said that, despite the railroad problems, earnings from 
the coal business increased to 526m in the quarter, com- 
pared with $3m a year earlier, with productivity improv- 
ing sharply. The copper/molybdenum interests marie a 
profit of 579m. compared with 548m previously, with cop- 
per production rising by 32 per cent, as new output from • 

El Abra copper mine in Chile came on stream. Amax Gold 
saw also saw production increase to 218,000 ounces. 

The result takes profits for the nine-months to 5167m, 
compared with 5129m at the same stage a year earlier. 

Nikki Tait 

■ OIL INDUSTRY 


Higher margins lift Imperial Oil 

imperial Oil, Canada’s largest producer, said its third- 
quarter earnings more than doubled to C$201m 
(US $155m ), from C$89m during the same period last year 
The results surpassed analysts’ expectations. Revenues " 
drnmg the quarter improved slightly to C$2.63bnfrom 

CJ2.63bn. 

“ TO Per cent owned by Exxon, of the' 
US, attributed ffie increase to stronger margins in refined 
products and chemicals, as well as hi ghw- nroductirm at 
ite Cold Lake heavy oil fedlity. Tlia 

? 3 £J“ avy averaged 126,000 toSa riy&E'. 

mg the quarter, compared with 79,000 b/d last year 

^ 885 Production rose from 

1351 year to C * 98m this year, . 
products 3umped to CWio, . ' 

^gjrnings for the first nine months of the year were ’ J 
C$ 575 m on revenues of C$7jJ7hn. 


AUiedSignal advance disappoints market 


By Nikki Tait In Chicago 

Shares in AUiedSignal fell 
Sharply in early trading yes- 
terday after the New Jersey- 
based engineering group 
reported third-quarter earn- 
ings below analysts' expecta- 
tions. 

After-tax profits for the 
three months to the end of 
September were $S92m - a 15 
per cent improvement on the 
same period a year ago, 
when the company made 
(253m, and equivalent to 
earnings per share of 52 
cents, compared with 45 
cents previously. 

The average expectation 


among analysts, according 
to the First CaU research 
service, was 53 cents a share. 
Although the shortfall was 
slight, it came as a surprise 
and the shares fell $4A to 


AUiedSignal also said it 
would be taking “aggressive 
actions" in the fourth quar- 
ter to cut costs in its auto- 
motive aftermarket (spare 
parts) products units, follow- 
ing a poor third-quarter per- 
formance. 

The move will be reflected 
in a fourth-quarter charge, 
partly offset by a gain from 
the recently-sold safety 
restraints business. Allied- 

l 


Signal said the latest initia- 
tive, coupled with a previ- 
ously-announced reorganisa- 
tion of its sector offices, 
should produce annualised 
cost savings of about 570m. 

In the third quarter, total 
sales increased 9 per cent, to 
$3.7hn. Excluding the effect 
of foreign exchange move- 
ments, the sharpest growth 
came on the aerospace side, 
up 15 per cent, compared 
with only 6 per cent in auto- 
motive and 4 per cent in 
engineered materials. 

AUiedSignal said that prof- 
its from the aerospace side 
also rose strongly, to $l 38 m 
after tax, compared with 


\ 


$98m previously. But on the 
automotive side, profits 
slipped back from $40m to 
534m. 

Lawrence Boseidy, chief 
executive, said that earnin gs . 
growth for the full year 
should be “at about the mid- 
point of our 13-17 per cent 
target”. The third-quarter 
result brought after-tax prof- 
its for the first nine mnn% 
to $856m, compared with 
$75Qm a year earlier. 

• United Technologies, the 
Connecticut-based engineer- 
ing group which owns the 
Pratt & Whitney aero 
engines business, yesterday 
announced an after-tax 

■V 


profit of 530dm In 
quarter, up 18 per 
Pared with the sam 
year earUer.'Sales 1 
cent higher, at 56 
mgs. per- share/,: 
from 97 cents to $1 
UTC said that all 
Sting divisions had 
.betiCT margins, alt] 
automotive unit’s ] 
ffet; -during- the' qu 
there were- sma 
declines -at the Otfi 
rfer businesses. , 
Whitney, however, 

27 per .cent /profit 

rnent 

UTC shares gate 
$80 in early trading; 

■ i.r A 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


I^end Lease, National Mutual may link 


By EBzabeth Robinson 
In Syifriey 

Shares In Lend Lease, the 
Australian financial services 
group, rose &8 per cent yes- 
terday after it said it was in 
talks/to merge Its MLC Aus- 
tralian .and New Zealand 
fund insur- 

ance - businesses with 
National Mutual, tha demu- 
tualised life assurer con- 
trolled- by Axa-UAP, of 
France. 


The groups said a success- 
ful merger would "combine 
the skills and business 
strengths of MLC and 
National Mutual to create In 
Australia a strong competi- 
tor to the major banks and 
financial services organisa- 
tions'’. 

The merged unit would 
rival AMP, the largest fund 
manager with more than 
A¥50bn (US$36.3bn) under 
management in Australia 
and New Zealand, according 


to Intech Asset Consulting. 

National Mutual manages 
more than A*20bn. while 
MLC has A$20.6bn under 
management and a further 
A$4.4bn in its life operations. 

The companies would not 
reveal how they proposed to 
merge the units, but observ- 
ers said the combined group 
could have a market capital- 
isation of A$12bn. Axa. 
which owns si per cent of 
National Mutual, is expected 
to retain a substantial stake 


in the merged company. 

Lend Lease shares closed 
A $2.72 higher at AS33.32. 
while National Mutual rose 2 
cents to A$2.41. 

Standard and Poor's, the 
credit-rating agency, placed 
Lend Lease's AA corporate 
rating on Credit Watch with 
negative Implications, say- 
ing the proposed merger 
raised uncertainties over 
ownership and regulation. 

The fund management 
arm is Lend Lease’s largest 


division. S&P said: "If suc- 
cessful. the merger will cre- 
ate Australasia's largest 
fund management and life 
insurance group in terms of 
premium income." 

The two groups said the 
units were complementary 
and the merger plans were 
in line with the recommen- 
dations made this year by 
the Wallis inquiry into finan- 
cial services. 

The reforms adopted as a 
result of the Wallis report 


allow non-banks to enter 
bank territory, while forbid- 
ding mergers between the 
big four national banks. The 
groups said they would not 
release further details of 
their plans until they had 
conducted due diligence. 

Earlier this week. National 
Mutual said it was guaran- 
teed an opportunity to oper- 
ate in China after being 
granted an option to buy 
into the licence awarded to 
Axa. 


Currency hang-ups for telecoms offers 

Stock market turmoil means delays for issues slated for this year Future f “ nd raisins® 


T he debuts this week of 
two . of the biggest 
telecommunications 
offerings in Asia are likely to 
be the last in the region this 
year, bankers say. 

. Issues from the Philip- 
pines, Malaysia.' Indonesia 
and South Korea are expec- 
ted to be postponed because 
of the region's stock market 
and currency turmoil - 
potentially delaying network 
expansion and accelerating 

“Ifs not just initial public, 
offerings, but a fundamental 
rethink reverberating right 
through, the entire Asian 
telecoms market," says Win 
Wylie. - chairman of the 
Asian Infrastructure Fond. 

The . two that were 
launched this month - 
China Telecom and Telstra, 
of Australia - are seen as 
special cases in the current 
volatile environment. 

China Telecom - the com- 
mercial arm of China’s Min- 
istry of Posts and Telecom- 
munications, which makes 
its debut in Hong Kong 
today and opened in the US 
yesterday - marks foreign 
investors' first opportunity 
to buy into China's telecoms 
sector. 

The offering was unveiled 
in the summer, at the height 
of Hong Kong's so-called 
“red-chip frenzy", when 
share prices of mainland- 
backed companies were dou- 
bling and trebling. 

But the flotation, :while 


successful on most measures 
- the domestic portion of the 
US$4bn offering, Hong 
Kong's biggest, was 30 times 
subscribed - disappointed 
the market, and yesterday 
the shares were trading 
below the issue price in the 
grey market 

Telstra also attracted 
strong domestic demand. 
“The price was favourable," 
says Mr Wylie. “It was all 
very similar to Margaret 
Thatcher’s [former UK prime 
minister] privatisation push 
with British Gas.” 

But for those waiting in 
the queue, the outlook is 
bleak. “I believe that the IPO 
window, except for China 
Telecom, is effectively closed 
for the moment," he says. 

"Any issue would have to 
be structured and priced so 
conservatively that compa- 
nies would say ‘let's explore 
all other avenues for achiev- 
ing network build out tar- 
gets rather than go to the 
market in a bearish mood'.” 

Craig Racine, regional tele- 
coms analyst at Peregrine 
Brokerage, believes none of 
the Asian telecoms IPOs 
slated for this year will 
make it to market, with the 
possible exception of MTNL 
of India. 

Instead, he sees a trend for 
existing shareholders to 
inject more capital, either as 
equity or loans. Smart of the 
Philippines, a much-delayed 
(and scaled-back) IPO is a 
case in point: shareholders 


Telco falls 46% 

after six months 


By Krishna Gufta in Bombay 

Pre-tax profits at Telco, 
India’s biggest producer of 
trucks and vans, fell 46 per 
cent in the first half in the 
face of collapsing demand 
for commercial vehicles. 

The results give dear evi- 
dence of the depressed state 
of India’s veh i cle sector, a 
bellwether for the industrial 
economy. 

In the six months to Sep- 
tember 30, sales fell 18 per 
cent to Rs38-5bn ($1.06bn). 
Pre-tax profits fell Rs2L2bn to 
Rs2J5bn. The company sold 
83,363 vehicles in the first 
half, against 99,261 - a drop 
of 16 per cent. 

Domestic unit sales fell 
farther, down 17 per cent to 
77,094 vehicles. But Telco 
has stepped up exports by 
5JJ per cent to 6,268 vehicles 
In spite of the strength of 
the rupee. 

Rat an Tata, chairman, 
said performance “reflects 
the impact of the slowdown 
in economic activity which 
has now continued for over 
nine months”. 

A big reduction in Telco’s 
tax provision following cuts 
in corporation tax cushioned 
the drop in net profit, down 
35 per cent at Rs2Jhn. 
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Trucks, Telco's traditional 
core business, suffered a 
heavy decline. But this was 
alleviated by a 40 per cent 
rise in sales of the Tata 
Sumo, its new four- wheel- 
drive off-road vehicle. 

Telco cut overall produc- 
tion 12 per cent, taking it 
below the 100,000 vehicle 
mark, to 91,155 vehicles. 

Analysts said that Telco's 
woes were "unknown”. 

"The key is volumes," said 
Sangeeta Nehta-Femandes. 
an analyst at Kotak Securi- 
ties. “If this continues, the 
impact on margins - which 
fell 180 basis points in the 
first half - will be severe." 


Aneka Tambang 
to set IPO price 


By Sander Thoenes 
bi Jakarta 

Aneka Tambang. the state-, 
owned nickel and gold min- 
ing company, will today 
announce its share offering 
price in the first Indonesian 
privatisation this year. 

The Initial public offering 
will be for 430 Am shares, or 
35 per cent of its equity, in 
early November. The com- 
pany hopes to list the shares 
later that month on the Jak- 
arta and Surabaya stock 
exchanges. Analysts have 
said the prospective price 
range could be between 
Rp 1.700 and Rp2,000. 

The sale is going ahead 
despite a 32 per cent drop in 
the Jakarta Stock Exchange 
index, from 742A in the sum- 
mer to 505.2 yesterday, pre- 
cipitated by a rise In interest 
rates and a drop in the 
rupiah. The government Is 
eager to boost its fledgling 
capital market and encour- 
age local listings for mining 


ventures, most of which are 
now listed in Canada. 

Many Indonesian compa- 
nies are struggling to pay off 
short-term hard currency 
debt much of it unhedged, 
but a government injection 
of capital, in exchange for 
equity, helped Aneka Tam- 
bang reduce its short-term 
debt to RpI25.1bn ($35m) by 
June 30. its commodities are 
sold in dollars so the cur- 
rency depreciation should 
have only a limited impact 

Recent discoveries have 
boosted the company's 
proven and probable nickel 
reserves to 56.2m tons. 
Nickel production rose 36.6 
per cent to 3.43m tons in 
1996. Gold production rose to 
L855Akg. But low nickel and 
gold prices drove profits 
down to Rpl69.8bn for the 
first half of 1997, from 
Rpl81-8bn previously. 

In its prospectus, the com- 
pany pledges to boost gold 
exploration and improve 
nickel process i ng. 


have indicated their willing- 
ness to commit further fund- 
ing when the need arises. 

The need for capital is the 
crux of the issue. Telecoms 
deregulation in Asia is still 
in its infancy, but in some 
countries, particularly the 
Philippines, the pace has 
been swift and the number 
of operators has swollen sub- 
stantially over the past three 
years. 

While governments have 
opted for different conces- 
sions, mandato ry expansion 
targets are not uncommon. 
Without the necessary fund- 
ing, operators may be 
obliged to go back to the reg- 
ulators and request an 
extension. 

A nalysts believe that 
such requests will be 
granted, given the 
current climate - and 
because owners of the con- 
cessions are generally well 
connected. 

A second concern is that 


weakened economies and 
devalued currencies wiil 
hurt consumer demand for 
telecoms services. 

AIF. with large invest- 
ments in the Philippines, as 
well as Indonesia, India. 
China, Pakistan and Sri 
Lanka, believes underlying 
demand remains strong. 

“Real companies produc- 
ing real goods and real ser- 
vices have been remarkably 
unaffected by the currency 
turmoil,” says Mr Wylie. 

He predicts the setback 
could also accelerate consoli- 
dation, which will see weak 
and under-capitalised compa- 
nies absorbed by the bigger 
operators. 

“We've been talking about 
rationalisation in Malaysia's 
cellular sector for two years, 
and have heard that parties 
are now talking to each 
other. This may be the impe- 
tus for that to take place," 
says Mr Racine, at Pere- 
grine. 

For investors, the tempo- 
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rary dearth of Asian tele- 
coms issues will matter less 
given the wealth o£ telecoms 
paper coining out of Europe. 

“Institutional funds have 
plenty of telecoms issues to 


choose from. A global tele- 
coms fund has no need to 
invest in Asia if the value is 
not there," says Mr Racine. 

Louise Lucas 


ASIA-PACIFIC NEWS DIGEST 


Kao cuts full-year 
forecast to Y20bn 

Kao, the Ja p anes e toiletries and household products 
manufacturer, may post an extraordinary loss for the cur- 
rent financial year due to restructuring at Kao Info- 
Systems, its US information technology subsidiary. Kao 
revised downwards its full-year forecast from Y29.5bn to 
Y20bn ($l66m) of unconsolidated post-tax profit, while 
raising the forecast for recurring pre-tax profits 5 per cent 
to Y63bn. 

Half-year figures showed that poor performance at Kao 
Info-Systems contributed to a 10.9 per cent fell in net 
profit to YlSLSbn in the six months to September 30. Sales 
slipped Ll per cent to Y336.7bn, while pre-tax profit grew 
13-6 per cent to Y31.6bn. The interim dividend Increased 
Y0.5 to Y7.5, as expected. 

In the domestic market, sales were affected by the 
increase In consumption tax. Household product sales 
were worst hit, declining 3.2 per cent, but sales of per- 
sonal care products and cosmetics held up well, showing 
an increase of 0.4 per cent Sales of chemical products 
grew 12J> per cent to Y50-9bn. Bethan Button, Tokyo 

m THAILAND 


Krung Thai seeks Bt5bn 

Krung Thai Bank, Thailand's second largest commercial 
bank, is to boost its capital Bt5bn (5130m) by offering 
500m new shares to existing shareholders. The Thai gov- 
ernment, which owns 60 per cent of the h ank, is the buyer 
of the last resort for the shares,' which will be sold at 
about half the price of yesterday's close of Btl9.75. 

Krung Thai is the eighth Thai bank to announce a capi- 
tal Increase this year. So far only one, the tiny lam 
Thong Bank which sold 40 per cent to foreign investors, 
has been successful in raising additional capital. 

Krung Thai said the additional capital was needed to 
increase provisioning and to help shore up its capital 
base. 

In spite of a rise in non-perfor ming loans, estimated to 
be around 11J per cent of total loans, the bank lowered 
its third-quarter provisioning by 95 per cent quarter-on - 
quarter to Btl-5bn. The capital increase is only the first of 
several Krung Thai will need because, according to bro- 
kers Merrill Lynch, its capital-to-risk assets ratio is 
stretched at 6^ per cent Ted Bardacke, Bangkok 

Comments and press releases about international 
co mp anies coverage can be sent by e-mail to 
mternationaLcompanies@ft.com 


BAYER1SCHE LANPESBANK MONEY AND CAPITAL MARKETS 


Opinions differ about the impact which the 
euro will have on European bond-market 
rates, but the prospect of the currency 
change-over has already had an important 
effect the "traditional" interest differentials 
have largely disappeared. The European 
bond markets have thus already set up 
a kind of monetary union. 

A MONETARY UNION 
WITHOUT THE EURO 

In the wake of the debate on the euro, the leading 
investment currencies' yields have converged to a 
large extent. The maximum spread between the 
long-term D-mark rate and the long-term rates of 
countries regarded as potential EMU participants 
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MONETARY RESERVES HARDLY CHANGED 

The Bundesbank's monetary reserves have hardly changed in the past few 
years Their present value is approximately DM 115 billion. Sharp in- 
creases occurred in 1987 and 1992, when interventions to support the 
sinking dollar (1987) and currency unrest in the EMS (1992) caused 
the Bundesbank's official reserves to swell temporarily by DM 41 billion 
and DM 92 billion respectively. Dollar assets currently account for a good 
DM 70 billion, or some 60 percent, ot total reserves, not counting the dollar 
holdings already transferred to the European Monetary Institute (EMI), the 
precursor to the European Central Bank. The Bundesbank's ECU balance ar 
EMI has shrunk from DM 29 billion to an amount just over DM 21 billion 
since early 1996, because other European central banks have stepped up the 
settlement of obligations incurred in connection with EMS interventions in 
the past. For many years, gold reserves have been carried in the 
Bundesbank's books at a value of DM 13.5 billion. 


outside the "core group" has narrowed from 5.7 
percentage points to 0.7 points in the past two years. 
The spreads between the currencies of the core 
group of EMU candidates have disappeared com- 
pletely. For example, the yield on ten-year French 
government bonds has equaled that on German 
federal bonds with the same maturity for almost a 
year, while two years ago the minimum spread was 
still as wide as a ful! percentage point. Along with 
France, Belgium, the Netherlands and Austria are 
also in Category A, ie, their ten-year government- 
bond yields match the yield on ten-year German 


"bunds". While the ten-year rate in the Netherlands 
fell into step with the ten-year D-mark rate as early as 
. two years ago, the rates of the other countries in this 
category have undergone an (in some case's quite 
impressive) adjustment process in the meantime. 
The second category. Category B, comprises those 
EU countries whose current long-term yields are less 
than one percentage point above the D-mark 
benchmark. The countries in question are Denmark, 
Finland, Ireland, Italy. Spain and Portugal. 

Private and institutional investors do not yet know how 
the national capital markets will behave in the run-up to 
the euro's introduction and how the European capital 
market to be set up in the near future will work. But one 
thing is certain: the approaching single European 
currency will speed up the elimination of the remaining 
yield differentials. Category B countries' yields will 
probably converge on those of Category A countries as 
it becomes increasingly certain that 1 . the euro will be 
introduced and that 2. these countries will be among 
the first participants. 

One cannot say as yet. however, at what level this 
convergence will take place. According to the 
Eurosceptics, the countries already belonging to the 
group of hard-currency countries will have to pay a 
yield premium throughout the interest-rate cycle. In 
other words, the pessimists predict that euro-bond 
rates will hit bottom at 6 per cent, or even 6Vfe per 
cent, in future cycles. Up to now, the lower turning 
point in the market for ten-year German bunds has 
been about S’/a per cent (1 978, 1 987 and 1 997). This 
prediction is based on the assumption that, since the 
euro is prone to weakness in the international 
markets in the long run, a parallel upward shift is 
bound to occur in the yield curve. From the fact that 
some countries will fail the "deficit test” (according 
to the Maastricht treaty, the budget deficit must 
not exceed three per cent of nominal GDP), the 
pessimists draw the conclusion that stability will not 
be given the necessary priority and that this will 
impose a handicap on the euro capital market right 
from the start. 

On the other hand, there are sound reasons for 
assuming that introduction of the euro will not cause 
a general deterioration in the interest-rate climate 
and thus a rise in the euro rate. If such a deterioration 
were to be expected, yields would have risen already 
in the past few months as the probability of a 
punctual launch of EMU increased. For it is a well- 
known fact that capital markets tend to anticipate 
future trends and events, even if they are just 
beginning to take shape. Actually, however, interest 
rates in the potential EMU member countries have 
remained stable. 

The convergence of interest rates in Europe is not least 
the result of the gains in stability. The EU's average 
inflation of 1 .7 per cent provides, as it were, a solid 
basis for a "dream constellation" of interest rates with 
only marginal spreads. Hence European monetary 
union already exists, even without the euro. 
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Sharp rises at Vereinsbank, Hypo-Bank 


By Andrew Rsher 
fn Munich 

The two Bavarian banks which are 
merging to form Germany’s 
second-biggest bank yesterday 
announced sharp rises in profits 
for the first nine months as they 
began a soles of roadshows in 
connection with a capital increase. 

The combined improvement in 
operating profits, after risk provi- 
sions, for Bayerfccbe Vereinsbank 
and Bayerische Hypotheken- and 
Wechsel-Bank - expressed as a pro 
forma financial statement ahead of 


the merger - was 26 per cent to 
DM2.3bn ($1.29brQ. 

The impact of buoyant capital 
markets on commission Income 
and trading profits, and relatively 
weak earnings in last year's com- 
parative period, were mainly 
responsible for the increase. Both 
banks expect profits for the full 
year to rise some 15 per cent 

Vereinsbank reported a 26 per 
cent rise in operating profits to 
DMLSbn, which Albrecht Schmidt, 
the chairman, said was above 
expectations. Hypo-Bank’s results 
were up 24 per cent to DMlhn. 


Mr Schmidt, who will be chair* 
man of the new bank - to be called 
Bayerische Hypo* und Wechsel- 
Bank - said it would have a pri- 
vate customer base of 3.7m, with 
deposits of around DM263bn, giving 
It a market share in Germany of 43 
per cent. 

With some DMl80bn of assets 
under management - excluding 
Foreign & Colonial, the UK fund 
company controlled by Hypo-Bank 
- it will be Germany's third largest 
asset manag pr with a market share 
of nearly 10 per cent 
The combined bank's lending 


volume is about DMSQObn, of which 
DM-UObn is in low-risk mortgage 
finance. It will be Europe's largest 
property financing h ank. 

Vereinsbank owns 45 per cent of 
Hypo-Bank after a share exchange 
offer, and is raising capital by 
DM3bn through a rights issue and 
global offering to strengthen its 
balance sheet ahead of the merger. 

Mr Schmidt said Hypo- und 
Vereinsbank aimed to obtain 30 per 
cent of its income from commission 
business which did not tie up capi- 
tal. At present, the figure for the 
two banks Is about 22 per cant 


The pro forma sta teme n t showed 
the largest share of profits came 
from net interest income, up 5 per 
cent to DM7.lbn. Net comtnissian 
income from securities and other 
foe-based activities was DM2-2bn, 
up 41 per cent Financial trading 
profits rose 58 per cent to DM507m. 

The banks have already 
announced a joint target of 15 par 
cent for net return on equity; each 
managed less than 9 per cent last 
year. Wolfgang Sprissler, a 
Vereinsbank director, said the aim 
was to pass 11 per cent by the end 
of 2000. 


Sterling 
bond by 
German 
bank 

By Edward Luce 


Hypo In Essen, one of 
Germany’s leading banks, 
yesterday broke new ground 
with the first sterling 
denominated bond by a Ger- 
man mortgage bank. 

The bond - or Pfandbrief 
- will extend one of the 
world's largest bond mar- 
kets to UK Investors. 

At about $960bn, the 
Pfandbrief sector is the sec- 
ond largest bond market in 
Europe (after Italian govern- 
ment bonds, which account 
for $972bn in outstanding 
paper). 

Yesterday’s £150m Issue, 
which is expected to be fol- 
lowed by sterling bond 
issues by other German 
mortgage banks. Is the lat- 
est sign of the aggressive 
internationalisation of the 
Pfandbrief market. 

“With European monetary 
union approaching, the Ger- 
man mortgage banks need 
to broaden their investor 
base,” said HSBC Markets, 
which jointly lead-managed 
the deal with Commerzbank. 

In the Pfandbrief market, 
borrowers provide collateral 
to the investor to reduce the 
risk of holding the paper. 
Unlike asset-backed bonds, 
where the bondholder has a 
legal claim over a specific 
portion of the borrower's 
assets, Pfand brief e are 
issued from the borrower's 
general balance sheet 

The device enables the 
firman mortgage hanks to 
improve their credit ratings 
and lower their funding 
costs. 

Hypo in Essen, Germany’s 
sixth-largest mortgage 
bank, yesterday offered UK 
investors a relatively cheap 
price for the bond as an 
incentive to boy the paper. 

At 20 basis points over 
seven-year UK government 
bonds, the spread was 
roughly doable that offered 
recently by other AAA-rated 
borrowers in the sterling 
market. 
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International sales 
help lift PolyGram 
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By Alice Rawsthom 

PolyGram. the Dutch 
entertainment group, mus- 
tered a 21 per cent increase 
in third-quarter net income 
to FI 85m ($42J3m), in spite of 
the sluggish state of the 
global music market. 

Alain Levy, president, said 
the group benefited from 
both strong international 
sales of new albums by 
Elton John, 911 and Boyz Q 
Men, and the local success of 
acts such as Jacky Cheung 
in Hong Kong and Ger- 
many’s Rammstein. 

In the film division, box 
office receipts from Bean, 
The Ultimate Disaster Mooie 
and The Game contributed 
to a robust Increase in turn- 
over. However, film stayed 
in the red because of the 
cost of launching Poly- 
Gram's US distribution arm. 

PolyGram’s shares rose 
immediately after the 
announcement, only to foil 
as the Amsterdam market 


softened. They closed 60 
cents lower at FI 11490. 

The group, which is 75 per 
cent-controlled by Philips, 
the Dutch electronics con- 
cern, managed an increase 
in net profit per share from 
39 cents to 47 cents during 
the three months to Septem- 
ber 30, after a 34 per cent 
rise in the total to F12.67bn. 

However, sales of about 
FI I84m came from two char- 
ily tributes to Diana, Prin- 
cess of Wales: Elton John's 
Candle In The Wind 1997 and 
the BBC Recording of the 
Funeral Service. PolyGram 
will donate tile profits from 
both recordings to charity. 

Excluding their sales, its 
third-quarter revenues rose 
24 per cent to FI 2.48b n, with 
music contributing FI 2.G2tm, 
against FI l.72bn, and film 
FI 470m, compared with 
FI 277m. 

Operating Income rose 13 
per cent from FI 115m to 
FI 130m after a 21 per cent 
improvement from music off- 


set increased losses from 
film. 

Mr Levy said the music 
division was buoyed by 
robust sales of existing 
albums from Texas, Sherri 
Crow and Hanson, as well as 
new releases. Sales of cata- 
logue recordings by Elton 
John and the Bee Gees also 
rose strongly in the US. 

The restructuring of the 
music division, which will 
result in the loss of 550 jobs, 
is almost completed, accord- 
ing to Mr Lfivy, although 
PolyGram has yet to fill 
senior positions at its Island 
and Motown record labels. 

Mr L6vy said he expected 
continued growth from 
music during the fourth 
quarter, buoyed by new 
releases from Bryan Adams, 
Hanson and Sting. He expeo- 
ted the ffhr> di vision to move 
into the black as Bean comes 
out in the US. and The Bor- 
rowers, A Life Less Ordinary 
and Spice World debut in the 
UK. 
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PolyGram expects titles such as A Life Less Ordinary to 
return its film division to profit in the fourth quarter 


State tobacco groups plan l in k 


By David White in Madrid 

Seita, the French tobacco 
group, and Tabacalera, its 
state-controlled Spanish 
counterpart, yesterday 
announced plans for a strate- 
gic alliance which would 
enable them to join forces in 
international markets and 
acquisitions. 

The two companies said 
they would study collabora- 
tion in marketing their ciga- 
rette brands and in bidding 
for other companies which 
were being privatised. 

They also hinted at the 
possibility of closer links, 
saying they would seek to 
exploit “all opportunities for 
commercial and industrial 
synergies”. 

However, the Spanish 


company stressed there was 
no iwimpfliate plan for share- 
holding ties with Seita. It 
also said the accord was not 
connected with the Spanish 
government’s plans for sell- 
ing its 52 per cent stake In 
Tabacalera next year. 

The proposed alliance 
marks a fresh step in foreign 
expansion by Seita, which 
was mostly privatised in 
1995, and for Tabacalera. 

Tabacalera emphasised 
that agreement had been 
reached only “in principle". 
But it said that cooperation 
was the only way the two 
companies, which were 
broadly similar in their 
range of products, could 
secure a significant position 
in the world market against 
the dominant US groups. 


As wen as promoting sales 
in areas such as eastern 
Eurqpe and Asia, the two 
clearly want to avoid a 
repeat of last December’s 
setback in the privatisation 
of Tabaqueira, the Portu- 
guese tobacco company. 

Both companies were bid- 
ders. but the Portuguese 
government opted to sell a 
65 per cent stake to Philip 
Morris, of the US, allied with 
Portugal's Jorge de Mello 
group. 

Tabacalera, with Empresa 
Madeirense de Tabacos. had 
entered a higher hid of 
Es36.5bn ($203m), against 
Es33.2bn offered by Philip 
Morris. 

“Possibly if there bad been 
a joint bid with Seita we 
would have had more of a 


chance,” Tabacalera said. 
“We still think our bid was 
the best" 

The Spanish company 
listed Romania, Bulgaria and 
Morocco among privatisa- 
tion prospects. 

Tobacco groups were 
excluded from taking part in 
the initial public offering 
now under way of shares in 
Austria Tabak, but Tabacal- 
era said there might be a 
possibility of taking a share- 
holding in a further stage of 
privatisation. 

Seita moved into the Pol- 
ish market last year by tak- 
ing control of ZPT Radom, 
the country’s third largest 
producer. The Polish com- 
pany had reached an indus- 
trial and commercial agree- 
ment with Tabacalera. 


Autoliv hit by 
airbag sales dip 


VW to challenge 
Mercedes’ lead 


By Greg Mdvor 

Shares in Autoliv fell 3 per 
cent yesterday after the 
SwecUsh-US car seat belt and 
airbag supplier disappointed 
investors by announcing 
lower third-quarter profits. 

Pre-tax profits in the three 
months ended September 30 
slipped from $62.4m to 
$61 .5m as sales of airbags 
and seat belts posted 
declines. Earnings per share 
were unchanged at 0.34 
cents. 

Autoliv’s shares shed 
SKr9A0 to dose at SKr3103Q 
in Stockholm. Analysts were 
divided over the figures, 
with some suggesting the 
stock market reaction had 
been over-done. 

One said synergies from 
Autoliv's recent merger with 
the car safety business of 
Morton International, of the 
US, had proved greater than 
expected, while earnings 
coincided broadly with mar- 
ket forecasts. 

tn its first forecast of cost 
savings from the merger, the 
company predicted the tie-up 
would generate annual cost 
synergies of $100m, with full 
effect from 1999. 


Autoliv said the stronger 
US dollar had depressed rev- 
enues by 7 per cent. The 
company was also hit by a 
switch to several lower mar- 
gin contracts coinciding 
with the car model year 
switch in July. 

Gunnar Bark, chief execu- 
tive. predicted these prob- 
lems would ease in the 
fourth quarter, saying sales 
volumes would be stronger 
In the quarter compared 
with the preceding three 
months. 

For the nine months, 
Autoliv's pre-tax profits rose 
from $223Jftn to $238 .5m, on 
sales up from $2 .37 bn to 
$2.4bn. Earnings per share 
climbed from $1_24 to $1.35. 

Third-quarter airbag sales 
were dented by the stranger 
dollar, further price declines 
and supplier problems linked 
to a large number of new car 
model production start-ups. 

Sales declined by l per 
cent to $5 16m. but grew by 5 
per cent excluding curren- 
cies. 

Autoliv's seat belt sales 
decreased by 4 per cent to 
$201m. However, they 
increased 9 per emit exclu- 
ding currencies. 


By Haig Simonian in Tokyo 

Volkswagen, Germany's 
leading carmaker, expects to 
put at least one of the two 
luxury models it is develop- 
ing into production by 2000 
in its campaign to challenge 
Mercedes-Benz for domi- 
nance of the luxury market 

VW used the Tokyo motor 
show to unveil a 12-cylinder 
engine as the first step in its 
strategy. The 5.6 litre pow- 
er-plant is the first of a new 
generation of engines which 
will be installed in the new 
cars. 

Ferdinand Piech, VW 
chairman, said: “In the 
future, we will be more 
active in niche segments.” 
Among other products being 
considered were sports cars 
and off-road vehicles. 

VW’s new engine was one 
of three upmarket products 
announced yesterday by 
Germany’s leading car- 
makers. Mercedes-Benz 
unveiled its push upmarket 
in the form of the Maybach 
limousine. The car, expected 
to cost at least $245,000, is 
bigger and more luxurious 
than its existing flagship 
S600 limousine. 


Jflrgen Schrempp, chair- 
man of the Daimler-Benz 
parent company, said a deci- 
sion on whether to put the 
car into production would 
be made “early next year”. 

Richard Charlesworth, 
head of public affairs at 
Rolls-Royce, said of the 
Maybach; “It's a vote of con- 
fidence in the future of the 
high luxury sector by one of 
the world’s foremost luxury 
carmakers, and that's got to 
be good for all of ns.” 

Meanwhile, BMW's initia- 
tive in the luxury sector will 
be the Z07 two-seater sports 
car. The vehicle uses a 5.9 
litre V8 engine and is expec- 
ted to cost about DM200,000 
($112,000). Bemd Pischets- 
rieder, chairman, said BMW 
did not expect production to 
exceed 10,000 cars a year. 

BMW also reported a rise 
in group sales for the nine 
months to September to 
DM43.88bn from DM37-54bn. 
Units sold climbed to 
911,187 from 863,012. 

VW announced a 8.9 per 
cent rise in unit sales for the 
first nine months, to 3u2m 
vehicles. 

Observer. Page 15 


Surge at 
car unit 
bolsters 
Volvo 


By Greg Mdvor 
in Stockholm 

Volvo. the Swedish 
automotive group, yesterday 
reported a sharp improve- 
ment in underlying nine- 
month profits, led by a surge 
in earnings in its flagship 
car division- 

pre-tax profits fell from 
SKrl2bn to SKrl0.7bn 
($L39fan), on sales up from 
SKrll3.6bn to SKrl30.9bn. 
j but the figures were dis- 
torted by a big non-core dis- 
posal last year. 

Stripping out non-recur- 
ring Items, operating profits 
rose from SKr2.3bn to 
SKr5.8bn as the group bene- 
fltted from favourable cur- 
rency shifts and buoyant 
sales of its S4Q/V40 model. 

The figures were at the 
upper end of analysts' expec- 
tations, helping Volvo's 
most-traded B shares to gain 
SKrt to SKr22&50. 

Operating margins rose 
from 2 per cent to 44 per 
cent. However, Leif Johans- 
son, chief executive, stressed 
this was still below the 
group's long-term target of 
5-7 per cent, 

“Work to create effective 
cost structures is being far- 
ther intensified - productiv- 
ity must increase further," 
Mr Johansson said. Volvo 
needed to gird itself for a 
less favourable economic 
and foreign exchange envi- 
ronment, he added. 

Almost half the increase in 
turnover and operating prof- 
its was ascribed to currency 
factors, though this was 
partly offset by higher costs 
in R&D, administration and 
marketing. 

Volvo sold 281,710 cars in 
the first nine months , a 7 per 
cent increase. Operating 
profits from car operations 
rose from SKr573m to 
SKrS.3hn. 

The trucks division more 
than doubled opera ting- prof- 
its from SKr413m to 
SKr990m, though losses con- 
tinned in the US operation. 


Hungary launches Matav privatisation 


By Anotol Uevwi and 
Koster Eddy in Budapest 

APV, the Hungarian priva- 
tisation agency, and its 
industrial partners yesterday 
launched the sale of telecom- 
munications group Matav, in 
what will be one of the big- 
gest public offers in central 
Europe. 

The agency, together with 
MagyarCom - a joint ven- 
ture between Amaritech, of 
the US, and Deutsche Tele- 
kom - will sell between 20 
per cent and 27 per cent of 
MataVs equity, raising up to 


$lJSbiL Matav will also 
become the first Hungarian 
company to be listed on the 
New York Stock Exc h a n g e 
when it joins the US market 
next mouth. 

Its simultaneous listing on 
the Budapest exchange will 
lift that market's capitalisa- 
tion by about 50 per cent 

The shares will be priced 
on November 13, with 
results of the offer 
a nppiTwrad by November 20. 

Global co-ordinators are 
Merrill Lynch and CSFB, 
while Creditanstalt Securi- 
ties will lead-maaage the 


domestic retail offering. 

Matav is the first central 
European telecoms group to 
launch an Initial public 
offering. 

The group is 67 per cent 
owned by MagyarCom and 
25 per cent by APV. APV*s 
stake will be cut to between 
6.5 per cent and 12.5 per 
cent depending on whether 
oversubscription leads to an 
extra allotment of shares. 
MagyarCom’s stake will fall 
to about GO per cent 

Judrt Csiha, privatisation 
minister, said yesterday; 
“We believe that involving 


as many domestic investors 
as possible Is very impor- 
tant" Up to 6 per cent of 
Matav’s shares are being- 
reserved for the retail offer. 

Matav has established 500 
outlets for subscriptions and 
a system that will allow indi- 
vidual investors to pay for 
up to 1,000 shares In Instal- 
ments up to November 1998. 

The company has shown 
impressive growth, more 
than doubling the number of 
telephone lines m Hungary 
since 1992. Pre-tax profits 
last year were Ft27,5bn 
($l40m). 


However, It will lose its 
monopoly on international 
and domestic oils in 2001. 
There is also concern among 
some analysts over a dispute 
with local mobile operators 
over interconnection 
charges. 

Douglas Hawkins, analyst 
with Nomura in London, 
Mid: “We have a pretty posi- 
tive view on the company, 
but a significant element of 
its potential growth comes 
from Inflation." 

Asian telecoms offers. 
Page 19 


SCA advances 
to SKr3.3bn 
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sSSvolumes increased by 9 per cent ofeet- 

■ AIRCRAFT 

Dassault ahead at FFrl.29bn 

Dassault Aviation, the privately-controlled 

in which the French state holds 46 per cent, has reported 

a significant improvement infirst-half 

datedpre-tax attributable profits were FFrl.29tm <|Zl£taX 

up from FFTLlbn a year 

ahead a strong 46 per cent from FFr5-93bn to 

Tbe company said full-year 1997 turnover shouM 

about FFr2ibru an improvement erf more thanMp® cent 

on 1996; it said it had a FFiS3bn ca^posttiom 

The group took more than FFrSbn of orders 
half of which nearly half were export orders and 40 per 
cent from the civil aviation sector. Serge Bassanl4_auair- 
said efforts to promote the company's new Rafale 

fighter had aroused the interest or several foreign air . 

European defence industry observers are still waiting to 
see whether a merger between Dassault and Aerospatiale, 
the state-owned aerospace group, is to go ahead. The new 
Socialist-led government is though to believe that Mr Das- 
sault is unlikely to be persuaded to proceed with the 

merger in the short term. David Owen, Paris 

■ LUXURY GOODS 

Bally to cut 900 jobs 

Bally, Switzerland's leading luxury shoe company, is cut- 
ting nearly 900 jobs, or nearly one-fifth of its work force in 
an effort to bolster profitability. Last year it made profits 
of SFrlim ($7.4m) before interest and tax. on sales of 
about SFrlbn. It said yesterday it expected to earn 
SFrl5min the current year, and SFr30m in 1996. 

Bally, part of the OerUkon-BOhrle co nglomerate, has 
been struggling for years to transform itself from a mar- 
ginally profitable Swiss shoemaker into a successful 
global brand. However, its plans suffered a setback in 
August when Ernst Thomke. a well-known “company doc- 
tor", resigned as chief executive after the parent company 
refused to support his plans to float Bally on the stock 
market Bally, which is still seeking a replacement, indi- 
cated that its promised recovery was taking longer than 
expected to materialise. Sales had dropped $100m and 
margins had slipped by 5 per c ent. 

William HaB, Schimemmrd 

M SUPERMARKETS 

Casino family rift widens 

Hie rift among members of the family defending Casino, 
the French supermarket group, against a hostile FFr311m 
($5.18bn) bid by rival Promodes yest e r da y appeared to 
widen. Antoine Gui chard, the family spokesman who 
favours an alternative “white knight" bid from Rally e, 
another supermarket group, told Les Echos, the daily 
financial newspaper, that Rallye bad already beaten Pro- 
mod&s. “The defeat of Promodds is already mathemati- .. 
caHy guaranteed. As Ear as Tm concerned, it’s all over" 
he said. He was dismissing reports that a meeting of 
shareholders on Saturday had failed to reach consensus • 
cm rejecting the Promod&s bid. Mr Gtnchard said every . 
family member in attendance on Saturday had rejected 
the idea of selling shares to Promodfes. 

However, Xavier Kernlin. a shareholder from the family 
group, yesterday told French radio there was considerable 
support for the original bid. Hie said: “A certain number of 
very important people in the family have clearly chosen 
Promodes.” Agencies, Paris 

■ AUSTRIA 

Erste Bank seeks SchlObn 

Erste Bank, Austria's second biggest bank, plans to raise 
an estimated SchlObn ($796m) in the largest public share 
offering in Austrian history. The company launched a 
nationwide TV advertising campaign yesterday to win the 
support erf small investors for next month’s issue of 30 ner 
cent of its shares. -. 

It has set up a UK-style share information and 
will be directly mailin g its customers with details of the 
, issue. Andreas Treichl, new chief executive of Erste TWnir 
said yesterday: “We want ail Austrians to be in no doubt 
that the offer will retail-friendly.’’ 

Austrian investors have been starved of new equity 
issues for more than a year, and Erste Bank’s decfakmto 
trnget the local retail market, rather than rely on intemar 
m 7 e *Sl rS ' evidence of heavy demand for the 

Sch5bn Austrian Tabak IPO, which Is due to be priced 
next week. Creditanstalt Investment Bank, which ls lead- 
&& yesterday, that the subscription period 
for small investors had been closed due to “very strong 

demflnd ’ WBtoenltoU 

■ ROMANIA 

Agency sells cement stake - 

agency yesterday sold its 

majority stake in the Caslal cement works to Iassdsb»* 
for $50m. The sale follows taS&T 
^ fomchim group last month and that 80 

1&SMM S turnover or *u»m 



V. *»* 











21 






'HNANCJtAL TIMES THURSDAY OCTOBER 23 1997 


COMPANIES AND FINANCE: UK 



s Poste to chair Cerebrus 


By DanteljGyteen - 

The UK biotechnology sector 
will receive a fillip today 
with the appointment of 
George Poste, former head of 
SmithKline Bee Cham's 
research and development 
for six years, as non-execu- 
tive chairman of privately- 
held Cerebrus. 

The move is significant 
because board level directors 
at SmithKline are allowed to 


ta ke only one external direc- 
torship. 

*Tve been asked to join 
many companies but I've 
kept my powder dry," said 
the iconoclastic Dr Poste, 
acknowledging that his deci- 
sion was likely to improve 
the chances of a successful 
flotation of the company 

within 12 months 

Cerebrus specialises In 
brain research and is devel- 
oping treatments for Alz- 


heimer's disease, stroke -mrt 
anxiety. It already has one 
drug halfway through clini- 
cal trials. 

Most biotech companies 
try to float with a market 
capitalisation of more than 
£100m (S162m>. 

However. Cerebrus is 
likely to wait until the stock 
market is more enthusiastic 
about biotechnology compa- 
nies. Investors have been 
bruised by a series of failed 


clinical trials this year that 
have led to sharp falls in 
share prices. 

Cerebrus, based in .Wok- 
ingham. Berkshire, was 
founded two years ago by a 
group of scientists from 
Wyeth, the drags subsidiary 
□f US company. 

Mr Chris Evans, the UK's 
best-known biotechnology 
entrepreneur, supplied much 
of the start-up capital and 
still owns 7.5 per cent of the 


company. Its chief executive, 
Andrew Smith, is a former 
managing director of Smltb- 
Kline Beecham UK 

Dr Poste said he picked 
Cerebrus for several reasons. 

“I knew I was going to join 
a neurology company 
because there will be many 
advances there over the next 
10 years." He said Cerebrus 
had good science, which 
included methods of model- 
ling neurological diseases so 


that potential treatments 
could he tested at an early 
stage. 

Large drugs companies 
developing medicines for 
similar disease have 
expressed interest in buying 
these models, providing an 
early sales revenue for Cere- 
brus. 

Start-up neurology compa- 
nies are rare In Europe 
although there are about 20 
in the US. 


Dana plans to 
lift Russian 
interests 


By Va^jlnia Marsh 

Dana Petroleum hopes to 
increase further its stake in 
Evikbon, a Russian indepen- 
dent oil company with sig- 
nificant interests in west 
Siberia. 

The UK oil independent 
also hopes shortly to involve 
its powerful Russian part- 
ners, which include Lukoil 
and Yukds, in joint ventures 
in west Africa, and to take 
on further projects in the 
former Soviet Union. 

Tom Cross, Dana's chief 
executive, .said yesterday 
that Evikbon hoped to gain 
parliamentary approval by 
the end of the year to 
develop - the Salym fields 
through a production shar- 
ing agreement 

The fields, to be developed 
through a 5fc50 joint venture 
with Shell, have estimated 
recoverable oil reserves of 
700m-lbn barrels. 

Mr Cross, who recently 
joined Evikhon’s board, said 
Dana was looking to 
increase its stake in the Rus- 
sian company - which it 


recently doubled to 10 per 
cent - to a “significant" 
holding. 

In west Africa, where it 
has built its presence 
through the acquisition of 
two UK-based companies in 
the past year, Dana hoped to 
secure the direct participa- 
tion of its Russian partners. 

In the former Soviet 
Union, Mr Cross said the 
company was looking at pro- 
jects where potential 
reserves were 400m barrels 
and upwards. He said Dana 
had studied 70-80 fields in 
Siberia in the last four years. 

The company was re-exam- 
ining its portfolio following 
the acquisitions of PetroceJ- 
tic and Seafield Resources 
and by the end of the year 
would identify non- core 
assets for disposal. 

Its new UK producing 
assets, together with some 
Russian production, enabled 
the company, set up in 1993, 
to make its first sales in the 
six months to June 30. It 
incurred pre-tax losses of 
£605.000 ($980,100) against 
£326.000 on sales of £1.68m. 


Electra Fleming 
in Brazil venture 


By Katharine Campbell 

' •• - "s> - 

Electra Fleming, the UK 
private equity manager, is 
striking out into Brazil 
through a joint venture with 
Pactual Group, a local 
investment bank. 

Other UK private equity 
managers have concentrated 
their international expan- 
sion on continental Europe. 
But Fred Vinton, chairman, 
said Electra Fleming wanted 
to look further afield. 

“Wb have not been as 
quick off the mark in Europe 
as some of our competitors. 
But there is less competition 
in Brazil anti the market is 
enormous. I won't say it is 
exactly a safe haven - but it 


seems attractive." 

He said -that privatisa- 
tions, combined with the lib- 
eralisation of the telecom- 
munications sector, would 
ensure a flow of opportuni- 
ties. Family companies seek- 
ing expansion capital or 
wishing to effect a buy-out 
would also be targeted. 

Pactual Electra Capital 
Partners will also be asking 
investors far $4 (X&jx - with 
half the new money expected 
to come from Brazil. 

Mr Vinton acknowledged 
that the lack of a past invest- 
ment performance record in 
the region would make it 
tough. He hoped the fund 
raising exercise would be 
completed by next April. 


Culligan agrees bid for Protean 


By Roger Taylor 

Culligan, the US water 
purification company, is 
offering £105m ($l70m) cash 
for Protean, a similar UK 
business. 

The recommended bid of 
240p a share represents a 
premium of 78 per cent to 
the I35p at which the shares 
traded before the company 
said it was In talks last 
month. 

The takeover is the latest 
in a rapid series of acquisi- 
tions by Culligan, which has 
bought 20 companies this 
year ranging from suppliers 
of bottled water to designers 
of big desalination plants. 
Protean is its largest acquisi- 
tion this year. 

Culligan. listed on the 
New York Stock Exchange 
with a market capitalisation 
of $l.lbo, is a leading sup- 
plier of water purification 
systems for home and indus- 
trial use. Its corporate cus- 
tomers include Coca-Cola, 
Pepsi -Cola, McDonald's and 
Ingersoll-Rand. 

It is buying Protean 
mainly for its strength in the 
supply of “ultra-pure" water 
used by pharmaceuticals 
companies and silicon chip 
manufacturers. 

Kenneth WeZlings, presi- 
dent of Culligan’s interna- 
tional divisions, said Protean 



Flow of deals: Kenneth Wellings toasts the Protean acquisition, Culligan’s 20th this year 


had substantial expertise in 
this market and a strong 
brand name, Elga. He 
planned to expand sales of 
Elga products by marketing 
them through Culligan's US 
distribution channels. 

Protean announced a 
near-16 per cent drop in pre- 
tax profits to £&7m for the 
year to March 1997 after 
reorganisation costs. Its 
problems followed a sharp 
fall in sales at DWA, the 
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That Britain's Labour gov- 
ernment should have 
announced its first privati- 
sation is remarkable 
enough; that the plan 
should have been cooked 
up by Clare Short, arch-op- 
ponent of rail privatisa- 
tion, is even more so. 

“Public/private partner- 
ship”, privatisation, call it 
what you will - the show 
is clearly back on the road. 

Moreover, the Common- 
wealth Development Cor- 
poration looks at first 
sight a promising candi- 
date. Its developing world 
investments. heavily ■ '■ “ 

weighted towards loans, currently offer a pre-tax return of 
8J2 per cent - not stunning but no basket-case either. 
Selling 60 per cent should present no great difficulty; 
investors might even be rather attracted to an 
linnsiipi basket of stakes in the most of mar- 

kets. 

Unfortunately, they are also bound to fret that the 
government's remaining influence - 40 per cent and a 
golden share - could be misused. And as Ms Short knows 
too well, the Rail track Dotation was a powerful demon- 
stration of the extraordinary price-depressing effect such 
worries can have. 

The problem, in short, is that CDC's pew equity is likely 
to prove a rather expensive commodity - certainly by 
comparison with the gilt-edged yield at which the com- 
pany can currently borrow. 

Nor is privatisation likely to offer large finanriai bene- 
fits to compensate; there are, for instance, precious few 
costs to cut. In the real world of Treasury cash controls, 
setting CDC free may make pragmatic sense. But finan- 
cially, the logic is lousy. 


German subsidiary which 
makes water purification 
units used for kidney dialy- 
sis. Mr Wellings said he 
believed DWA had turned 
the comer and said the com- 
pany intended to expand the 
business. Culligan supplies 
s imilar products in the US. 

He said the bid, at more 
than 18 times forecast earn- 
ings, was a full price but 
would not dilute Culligan's 
earnings. 


Delphi faces criticism 
over plans for US issue 


By George Graham 

Delphi Group, the computer 
services company, faces a 
grilling from shareholders 
on Monday at an extraordi- 
nary meeting to vote on its 
plans to issue about £36m 
($58m) of stock in the US. 

Some institutional inves- 
tors are upset that by 
choosing to issue American 
depositary receipts listed on 
the US’s Nasdaq market, 
Delphi will not only dilute 
their holdings but will incur 
much higher costs than it 
would have done through a 
rights issue in the UK 

In addition, the resolution 
to approve the ADR issue 
will also amend a share 


option scheme, allowing 
directors to exercise options 
after six years even if the 
company has failed to satisfy 
the performance criteria 
attached to them. 

But Delphi and its advis- 
ers yesterday defended the 
proposals, arguing that a US 
listing was important to the 
company’s strategy. 

Richard Pindar, finance 
director, said Delphi's US 
operations had been the fast- 
est growing part of the 
group, and a US listing 
would help it to accelerate 
that growth. 

In addition, he argued, 
Delphi might, over time, 
achieve the sort of rating 
attached to comparable US 


companies, so benefiting all 
shareholders. 

“If we get a US-style rat- 
ing, the value of the com- 
pany goes up 20 per cent, 
and we think that’s worth- 
while," he said. 

UK fund managers are 
unconvinced, noting that the 
ADR offering, to be managed 
by brokers Robinson Hum- 
phrey in Atlanta, would 
incur commissions of 7 per 
cent, compared with total 
fees of less than 2 per cent 
for a UK rights issue. 

However, Delphi and its 
advisers, Close Brothers and 
NatWest Securities, explored 
the idea of a rights issue ear- 
lier this year and found no 
support among institutions- 


Property takes a more global view 

Norma Cohen reports on the growing trend of cross-border expansion 


I f there ere any lingering 
doubts about the extent 
to which property has 
become an international 
business, one only need take 
a look at its professional 
advisers. 

Earlier thin week Richard 
Ellis, the UK chartered sur- 
veyor and property consul- 
tancy, said it had agreed 
terms for its own sale to 
insig nia Financial, the larg- 
est commercial and residen- 
tial property service pro- 
vider in the US. 

In doing so, it mirrored a 
trend which is beginning to 
characterise the property 
consultancy business, which, 
up until a few years ago in 
the UK was largely a home- 
grown sector. 

"We very much believe 
that in the advisory world, 
many of our clients are 
looking for a global busi- 
ness," said Aubrey Adams, 
managing director at Savfll 
Group, which recently sold a 
20 per cent stake in itself to 
First Pacific Davies, one of 
south-east Asia’s largest 
property advisers. “About SO 
per cent of our clients are 
international clients." 


RESULTS 


Andrew Huntley, chair- 
man of Richard Ellis, says 
this has very much been the 
company’s view in seeking a 
US partner. “We knew we 
needed very much to have a 
North American business.” 

Multinational corporations 
are now increasingly looking 
for a single, professional 
adviser to assist them in 
meeting property needs in 
markets across the world. 

“It is the cross-border Dow 
of real estate business," he 
says. Moreover, in this case, 
Richard Ellis wanted an 
injection of fresh capital 
which the deal will bring to 
it. “We had wanted to co-in- 
vest along with our inves- 
tors," he explained. 

The deal will allow the 
company, which is building 
expertise in property invest- 
ment and finance, to capital- 
ise on that expertise for its 
own shareholders as wefl- 

For Richard Ellis, how- 
ever, the deal has had a 
down side. Donaldsons, its 
smaller rival which speci- 
alises in the rapidly expand- 
ing shopping centre sector, 
has called off a merger with 
the company which had 


been agreed in principle just 
two months ago. As a result, 
the price Insignia will pay 
for its acquisition will be 
reduced. Mr Huntley con- 
cedes. 

“We were aware that there 
was a possibility of a deal 
[between Richard Ellis and a 
foreign partner], but it came 
on much faster than we 
expected," said Keith Martin, 
manag in g partner at Donald- 
sons. “We wondered if we 
were doing due diligence 
with the right party." 

Mr Martin said that he did 
not expect the deal to be 
revived. But he, too, con- 
cedes that the industry is 
rapidly moving towards an 
international clientele want- 
ing an international service. 

“Look at other financial 
services firms like invest- 
ment banking and fund man- 
agement," Mr Martin says. 
“Property is no different." 

For some firms, the move 
into international consul- 
tancy m™ years ago. Many, 
though, have opted for part- 
nerships and joint ventures 
rather than acquisitions. 

Paul Orchard-Lisle, man- 
aging partner at Healey & 


Baker, points out that his 
firm entered into a partner- 
ship seven years ago with 
the US-based Cushman & 
Wakefield, a property ser- 
vices firm largely owned 
Indirectly by Mitsubishi 
Estates of Japan. “We took a 
view that world business is 
going global - Ford, Coca- 
Cola, IBM - and these would 
find it reassuring that their 
service providers did it too." 
he explains. 

Under the terms of the 
partnership, each firm 
agrees to provide the same 
quality of service to each 
other’s clients. Similar 
arrangements have been 
established for clients of the 
two firms in Canada, Latin 
America and Asia. 

“The choice is stark," Mr 
Orchard-Lisle says: “Either 
you become a serious inter- 
national player or you 
become a boutique. What I 
do not want to do is to hover 
between them." 

Meanwhile, institutional 
and retail investors no lon- 
ger view property as a 
domestic asset class. US 
investors are beginning to 
show interest 'in the UK 
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property sector, for example, 
while the strong flow of 
funds from Asia has buoyed 
UK markets recently. 

Mr Adams says that Sav- 
ill's strong residential busi- 
ness has benefited greatly 
from its international links , 
noting that many UK resi- 
dential property develop- 
ments are pre-sold in Asia 
before marketing even 
begins at home. 

However, property consul- 
tants concede that the cross- 
border expansion has a fur- 
ther factor driving it Many 
of the staple services which 
have filled consultants’ pock- 
ets historically are no longer 
nearly as profitable as they 
once were. 

Fierce competition and the 
savage years of the recession 
in the 1990s forced fees down 
to levels where these ser- 
vices are now available at 
rock-bottom prices. 

For consultancies to stay 
in business, they must widen 
their range of services into 
higher-margin areas such as 
corporate finance and invest- 
ment advisory. And in these 
areas, international exper- 
tise is required. 

“There are just some busi- 
nesses we don't want to be 
in, such as mass portfolio 
valuations and landlord and 
tenant work," says Mr 
Adams. “What we want is to 
be in areas where the fees 
are higher." 

Richard Ellis, in its latest 
deal, seems to have con- 
cluded that it too must 
broaden its business around 
the world in order to com- 
pete. The question now is 
whether those who fail to 
follow that path wfll be able 
to survive as property 
becomes a truly interna- 
tional business. 


CONTRACTS & TENDERS 


REPUBLIC OF C6TE D’IVOIRE 

MINISTRY FOR ECONOMIC INFRASTRUCTURE, 
ENERGY' AND TRANSPORT 
DEPARTMENT OF ENERGY AND TRANSPORT 

BUREAU NATIONAL D’ETUDES TECHNIQUES ET DE 
DEVELOPPEMENT 

INTERNATIONAL INVITATION FOR BIDS 

CONCESSION TO A PRIVATE OPERATOR OF PUBLIC 
TRANSPORT SERVICES IN THE ABOBO AND YOPOUGON 
MUNICIPALITIES 

ARTICLE 1 - PURPOSE OF THE INVITATION FOR BIDS 

The Bureau National d’Etudes Techniques et de Developpement 
(BNETD) (National Office for Technical and Development Studies) is 
launching, on behalf of the Ministry of Economic Infrastructure, Energy 
and Transport, Department of Energy and Transport, bids for concession 
to a private operator of public transport services in the Abobo and 
Yopougon municipalities. 

ARTICLE 2 - ELIGIBLE BIDDERS 

Bidding is open to individuals or consortia with proven skills and 
experience in operating a public urban transportation system. 

ARTICLE 3 - BID VALIDITY 

Bidders shall be bound by their bids for a period of one hundred and 
eighty (180) days starting from the date of submission of bids. 

ARTICLE 4 - BID SECURITY 

All bids shall be accompanied by a Bid Security of Fifty million 
(50,000,000) CFA francs. Any bid not accompanied by a Bid Security 
shall not be considered. 

ARTICLE 5 - TAX AND CUSTOMS PROVISIONS 

In connection with this invitation for bids. Bidders shall be required 
to comply with all tax and customs regulations in force, including the 
CODE D'HSTVESTTSSEMENTS (Investment Code) pursuant to Republic 
of Cote d'Ivoire law No. 95-620. 

ARTICLE 6 - BIDDING DOCUMENTS 

Bidding documents may be collected from 29 September 1997 at the 
following address: BUREAU NATIONAL D’ETUDES TECHNIQUES 
ET DE DEVELOPPEMENT - DEPARTEMENT TRANSPORTS ET 
TELECOMMUNICATIONS / UNITE ETUDES SECTORIELLES 
TRANSPORTS / 04 B.P. 945 ABIDJAN 04 / Telephone; 
(225) 44.28.05 (225) 44. 58.77 / Telefax: (225) 44.56.66./ E-Mail: 
n 2 xiF 0 @bnetd.sita.net, for a noti-refundable fee of two hundred and fifty 
thousand (250,000) CFA francs per document, at the BNETD accounts 
department 

ARTICLE 7 - DEADLINE FOR SUBMISSION OF BIDS 

Bids shall be delivered no later than Monday, 29 December 1997 
before 6 : 00 pm GMT at the address mentioned in Article 6 above. 

ARTICLE 8 - BID OPENING 

Bids be be opened in public by a technical bid opening committee on 
Tuesday. 30 December 1997 at 10 : 00 am at BNETD. 
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INTERNATIONAL CAPITAL MARKETS 


Prices retreat again on rate rise fears 


GOVERNMENT BONDS 


By Vincent Bofend 
and Alexander Stevenson 
in London and John tahnte 
in New York 


Government bond markets 
retreated again as worries 
about higher interest rates 
in the US and Germany con- 
tinued the bearish mood. 
Investors’ focus is on today’s 
Bundesbank council meeting 
and next week's US employ- 
ment cost index, seen as a 
key barometer of inflation. 

The employment cost 
index is expected to be 
closely monitored by the 
Federal Reserve as it pon- 


ders interest rates. Short- 
dated US Treasuries have 
weakened recently amid 
expectations that a rise in 
rates could be in the. offing. 

“Markets in the last few 
days have realised the Fed 
could be on the verge of 
tightening policy again," 
said Sanjay Joshi, chief bond 
economist at Daiwa Europe. 
That has prompted investors 
to "look to reduce positions 
after a very good year an 
band markets". 

Mr Joshi said there was 
Sttle reason for the Bundes- 
bank to make any change to 
its current interest rate pol- 
icy before early next year. 
“The market would like a 


dear statement to that effect 
to dispel its fears, but they 
are unlikely to get it for 
another three or four 
weeks," he added. 

GERMA N BUNDS gave up 
.early gains after the Bundes- 
bank added more than 
DM5bn to the 30-year bund 
and said it would add DMlbn 
to the five-year tomorrow. In 
London the December bund 
futures contract settled at 
101.32, down Q;37, with 
nearly 250,000 contracts 
traded on tiffie. 

UK GILTS remained virtu- 
ally unmoved In quiet trad- 
ing, in spite of monthly 
retail sales figures showing a 
sharp fall in volume during 


September. However, they 
out-performed bunds, with 
the spread against 10-year 
bunds narrowing by 4 basis 
points to 98 points. 

Investors were unsure how 
much trust to place in the 
retail sales figures, which 
were distorted by a fall after 
the death of Diana, Princess 
of Wales. The City is await- 
ing figures for third-quarter 
gross domestic product, due 
tomorrow, which are expec- 
ted to show growth of 
around 4 per cent. 

Don Smith, gflte strategist 
at HSBC, said: "If anything, 
this drop in sales volume 
shifts the probability of a 
rate hike from November to 


December, but we are focus- 
ing more on Friday's GDP 
figures." 

FRENCH BONDS got the 
Jitters, with the notional 
December future sliding 0-44 
to 97.82. ITALIAN BTPs were 
weaker, with the December 
contract settling 0.31 lower 
at 111-53, but it was under- 
pinned by preliminary fig- 
ures showing October infla- 
tion was lower than, forecast 

US TREASURY prices foil 
slightly In quiet morning 
trading. The benchmark 30- 
year bond had lost A to S9ft 
by midday, sending the yield 
up to 6-419 per cent The 10- 
year band also moved lower, 
down A to 99%. yielding 


6.132 per cent, while the two- 
year note lost 4 to 99fi. 

yielding 5^03 per cent 

The expectation of a nse 
in short-term rates has been 
one reason investors have 
cooled on short-term bonds. 
Another factor is supply, 
with recent announcements 
of new auctions in two-year 
and five-year notes- The Fed- 
eral Funds rate stood at 5H 
per cent by early afternoon. 

Ken Fan, US bond strate- 
gist at Paribas Capital Mar- 
kets, said there had bee n “a 
flattening of the yield curve 
from 60 basis points to 52 
points” since Alan Green- 
span, Fed chairman, last 
spoke in early October. 


German banks bring 
flood of Pfandbriefe 


New international bond issues 
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INTERNATIONAL BONDS 


By Edward Luce 


German mortgage banks 
yesterday flooded the mar- 
kets with increases to recent 
Pfandbrief offerings and a 
debut deal in sterling from 
Hypothekenbank in Essen. 

Frankfurter Hypo, Ger- 
many's second largest mort- 
gage bank, also followed up 
its recent French franc debut 
with its first global Pfand- 
brief. The DM2bn issue, 
underwritten by Deutsche 
Bank and Morgan Stanley, 
will be priced today. 

Officials said they expec- 
ted to distribute about 50 per 
cent of the offering to over- 
seas investors. "The mort- 
gage banks are very keen to 
internationalise their inves- 
tor base.” said one official in 
Frankfurt, adding that it 
was the first non-domestic 
Pfandbrief to contain a repo 
facility for investors. “We 
want to make sure the bond 
is as liquid as possible." 
Holders will be guaranteed a 


minimum bid /offer spread 
for repo transactions. 

Hypo In Essen, Germany’s 
sixth largest mortgage bank, 
said it priced its debut ster- 
ling offe ring relatively gen- 
erously to bring in new 
investors. 

“We have been educating 
UK investors about Pfand- 
briefe,” said an official at 
HSBC Markets, joint lead 
with Commerzbank, which 
owns a majority of Hypo in 
Essen. At 20 basis points 
over gilts, the bond was 
priced to yield double the 
spread of recent deals from 
other AAA borrowers, such 
as the European Investment 
Bank and the Inter-Ameri- 
can Development Bank. 
Hypo in Essen is also said to 
be planning a debut global 
bond in the next few days. 

PSM, an Indonesian 
finance house, used Indone- 
sian Motor Vehicle Funding, 
a special purpose vehicle, to 
become only the second 
Indonesian borrower to 
launch an asset-backed deal, 
with a 3177.6m offering. 
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An official at Salomon 
Brothers, sole lead, said the 
deal was unaffected by tur- 
moil an the Asian bond mar- 
kets yesterday. 

Continuing worries about 
Asian credits saw Thailand's 
10-year yaukee bond widen- 
ing by 20 basis points to a 
spread of 230 basis points in 
trading yesterday. The 
Korea Development Bank's 
four-year dollar bond has 
widened by 15 basis points 
so far this week, to 120 basis 
points. 

The IMVF bond, which has 
an average life of just over a 
year, was priced to yield a 
spread of 17 basis points 
over one-month Libor. The 
deal, which securitises 
receivables on innng to Indo- 
nesian consumers, proved 
popular with European spe- 
cialist funds and bank 
portfolios. 

The rupiah-denominated 
receivables wfll be swapped 
into US dollars and domi- 
ciled with the non- recourse 
vehicle in the Cayman 
Islands. 


Tohoku Boctric Power Co 
O# Purchase Oompanyfel 
Indonesian MVF, 97-1 
CSFB, London 
Banco Safra. caymat is 
Banco Safra. Goman la 
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TOHOKU ELECTRIC, the 
Japanese power company, 
yesterday visited the inter- 
national bond markets far 
the first time since 1992. 

Its $400m offering, lead- 
managed by Goldman Sachs 
and Industrial Bank of 
Japan, was priced to yield 38 


basis points over five-year 
Treasury bonds. This was 
wider than expected in order 
to reassure investors unset- 
tled by the recent spread- 
widening in the dollar sec- 
tor, said a banker. 

The Republic of China’s 
30-year dollar global and 


five-year dollar offering will 
be formally allocated today 
in a much-awaited offering. 

But bankers said that at a 
spread of 115 basis points 
gnrf 65 to 70 basis points, 
respectively, the deal was 
looking tight considering the 
turbulence in Asia. 


Colombia to 

sell 10-year 
Treasuries 


fiy Adam TlMHimn 


Colombia’s internal public 
debt market is developing. 
For the first time in the 
country’s history. Investors 
will be able to buy 10-year 
Treasury paper (TESs) 
through an auction, which & 

being held today- 

jbe move towards longer 
maturities on public debt 
instruments - the longest 
maturities had been sevmi 
years - is indicative of the 

nation's increasingly active 
fo rmal public debt m a rk et 
The government expects 
today's auction to he the 
first of regular, quarterly 
anr^pua to sell the 10-year 
Treasury paper. 

The market has developed 
quickly. In 1996. the govern- 
ment raised only $600m in 
the domestic market, against 
$L4bn from sovereign bond 
on the world’s capital 
markets- But this year, the 
government’s attention has 
i ncreasing ly turned inwards. 
Up to September, the govern- 
ment had raised $2bn 
through TESs in the internal 
market 

“The idea is to create a 
mare dynamic, more liquid 
and deeper domestic mar- 
ket," said Clemente del 
Valle, Colombia’s director of 
public credit “By developing 
the internal public debt mar- 
ket, we are essentially creat- 
ing th e . hnritehnna of a Strong 
domestic capital market” 

At the heart of the trans- 
formation are the market- 
makers - financial institu- 
tions that guarantee liquid- 
ity in the primary public 
debt market and promote 
trading on the secondary 
market to March, borrowing 
heavily from the Spanish 
model, the government 


appointed 27 
mariset-makere to wtect life 
into the sluggish market _ 

•Since we implemented 
the scheme, TESs have 
become some of the most 

traded instruments in toe 
market," said Mr del Valle. 

The government says it 
will choose the definitive 
market-makers by March 
nest year, using apotots sys- 
tem to evaluate the perfor- 
mance of each .cam It plans. 

to have between 10 and 13 
market-makers after the 
final evaluation. 

Of fhe 22 market-makers 
involved at present (five 
have opted out since the 
model started operating). 
Banco Ganadero is one of 
the leaders, having pur- 
chased approximately 8 per 
cent of the total TESs auc- 
tioned this year in the pri- 
mary market 

“In a market Hke Colom- 
bia, where there is a serious 
lack of investment capacity, 
market-makers are increas- 
ing both interest and the size 
of portfolio," said Miguel 
Largacha. the bank’s 
vice-president. 

While internalising more 
of the nation’s debt forms 
part of a strategy to d iver- 
sify and reduce its exp osure 
to exchange rate risk from 
debt h eld to foreign curren- 
cies, one of the main aims is 
to establish benchmarks for 
the domestic capital market 

Until this year, Colombia's 
long-term instruments car- 
ried short-term interest 
rates, making for a volatile 
investment That scared off 
many institutional investors. 
But the government hopes 
that' by establishing bench- 
marks based on TBS interest 
rates, its capital market will 
become more attractive. 
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CURRENCIES AND MONEY 


Hong Kong dollar peg gets support 


MARKETS REPORT 


By RichSRl. Adams 

The Hang Kong dollar was 
caught in the crossfire of a 
stronger US dollar and a 
weakening equities market 
yesterday, after the south- 
east Asian currency turmoil 
confirmed to cause problems. 

The Hong Kong dollar. 
which is pegged to the US 
dollar, had another bruising 
day. Only large-scale inter- 
vention by the Hong Kong 
monetary authority kept the 
dollar above the floor of its 
peg. But London analysts 
warned that the effort 
required to matntnfn the peg 
would hurt property and 
equity prices in Hong Kong. 

' The Hong Kong currency 
closed in London at 
HK$7.7495 - above' the peg’s 
floor, of KK$7.8Q, but only a 
sliver above the monetary 
authority’s intervention 
level of HKS7.75. 

Hedge funds are said to 
have taken positions against 


the Hong Kong dollar, sell- 
ing the currency in forward 
markets to buy US dollars. 
■•The one-year forward rate 
rose to HKS8.25 against the 
US dollar, not fer off the Chi- 
nese yuan's rate of Yn&2& 

A severe lack of liquidity 
in the Hong Kong dollar has 
restricted the ope rations of 
the short funds, who are 
likely to switch their focus 
to Hang Seng futures. 

Elsewhere, the Thai baht 
touched a record low against 
the US dollar, as political jit- 
ters continued in the 
absence of the appointment 
of a new finance minister in 
Thailand. Australian dollar 
also lost ground, through 
suspicions of interest rate 
cuts to come. 

The US dollar's fundamen- 
tals helped it make gaw>« in 

■ Pm hi feto— Yratfc 
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London market trading, but 
then turned downwards 
against the D-Mark and the 
yen in New York. 

At the close in London, the 
dollar was at DM1.7815 and 
Y120.67. little changed 
against the D-Mark or yen. 

'Hie pound retained many 
of Its gains since the start of 
the week, in the aftermath of 
European single currency 
policy confusion- Neil MacK- 
innon. chief economist at 
Citibank in London, said: 
“Until the market is told oth- 
erwise, there is scope for 
sterling gains. DM2.95 seems 
a popular level.” 

The Swiss franc strength- 
ened against the D-Mark and 
the dollar, on speculation 
the Swiss National Bank was 
going to tighten monetary 
policy. Earlier in the day the 
SNB had added liquidity to 
calm nervous money mar- 
kets, sources said. 

■ The Hong Kong dollar’s 
plight was not helped by the 
decision of the Chinese 
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Apainst the D-Mark (DM per $) 


assumption that China 
would prefer a “one country, 
two systems, one monetary 


198 — - - 

policy" structure. 

Steve Jennions. at Credit 

: : Jy 

Agricole- Ind osnez in London, 
said: “The Chinese authori- 



authorities to cut their 
domestic interest rates. 

China’s move was said to 
be made to pep up retail 
interest in the “red chip" 
China Telecom IPO, which 
opened to a tepid response in 
the US yesterday. But - at a 
time when Hong Kong is 
raising its money market 
rates and scrambling to 
defend its currency - the 
move questioned the 


ties really do see Hong Kong 
as a separate entity. 

“As far as they are con- 
cerned. they are acting for 
their own purposes. That 
means that Hong Kong can- 
not rely on the People’s 
Bank, and that the Hong 
Kong dollar’s depreciation to 
the yuan's level may not 
happen." 

■ In London, Tung Chee- 
hwa. Hong Kong’s post-colo- 
nial leader, ruled out devalu- 
ation. “We are not going to 
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05 

1/4143 

0.7 

1.4059 

08 

934 

7.7600 

7.7430 

7.7845 

-5.4 

75295 

-4.1 

79895 

-3.1 

- 

362000 

36.1600 

36222S 

-49 

365075 

-4,7 

3752 

-45 

- 

35476 

35304 

- 

- 

. 

- 

. 

- 

. 

121580 

130510 

120.11 

55 

119.16 

52 

11496 

42 1289 

3.4250 

32420 

24015 

-15 

3/4105 

-19 

32406 

-12 

- 

15950 

15324 

15943 

-as 

15967 

-08 

15068 

-09 

. 

355000 

345000 

- 

- 

- 

- 

. 

- 

- 

3.7509 

3.7503 

3.7513 

-02 

3.7523 

-02 

37569 

-02 

. 

1588S 

15785 

15837 

02 

15601 

19 

1558 

19 

. 1 

4.7210 

49960 

4.7575 

-105 

4.7188 

-0.1 

4.729 

-02 

- | 

324.700 

915900 

. 

- 

. 

- 

- 

. 

- 

305700 

30.1800 

30236 

-04 

30245 

-02 

302375 

-04 

. 

399000 

379500 

3826 

-27 

38.605 

-45 

40575 

-85 

- 


WORLD INTEREST RATES 


MONEY RATES 


go down the route of devalu- 
ing to remain competitive,” 
he said. But Mr Tung 
warned that high er interest 
rates would be used. 

The Hong Kong dollar has 
been anchored to the US dol- 
lar at an official rate of 7.80 
to one °iiy* 1983 but usually 
trades on the strong side of 
this peg. Mr Tung said the 
peg had served Hong Kong 
well far 14 years. 

Hong Kong, with S85bn in 
foreign currency reserves, 
could put up a strong fight 
against the markets. But 
Taiwan, faced with a similar 
attack, allowed its currency 
to Call rather than use its 
SSShn reserves. 

But Mr Jennions said 
there was some doubt that 
the peg could hold. “Are 
they prepared to sacrifice 
th e economy to wiamfemi tiia 
peg?" asked Mr Jennions. 

Mr M»f»ginw«w at Citibank 
said there was “a high prob- 
ability the peg win crack”, | 
leading a flight to quality i 
into the US dollar. I 
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S UBOR fatortaank (bring ntm aa ottered ram* lor 910m quoted to m martm by tour 
f Un mca banka at limn mch working day. ita bank* m B— re That Bank of Tofcm 
IMM. Badm ad Nutate Wuumriteu . 

MU awa jm Widhi to Pw donaMIc ktawy ite. USS Ctkh ECU A a» Untad Dmeaka P4- 

EURO CURRENCY INTEREST RATES 

Oct 22 Short 7 days Ona Thro* Sbt One 

tram notice month months months year 

Balglan Ftano ®- 3*, 4i - S* 3Q-3fl V. - 4* - sH *&-*& 

DanW Krona SA - 3>2 3fi - 3* 3% - 3it 4^ - ® 4,*, - 4^ - 4lj 

Gaman Mark 3* - 3A SJJ - 3JJ - 3h 3» - 3B 3J1 - 3% 4JJ - 4J, 

Dutcfi GuBdar 2Q - 3&-3A 3fi - 3U 33 - 2^ 3^ - 3!J 4^-4* 

Ranch Franc 3, 1 , - 3ii - 3 A 3iJ - 33 30 - 3ft 3* - 3* 4^-4* 

PotugjBM Bic. 53-53 54J - Sf2-SA Sh - 55. 04-5A 51,-5* 

Spaniah Paaata 5d - 5A 5A - 4U 5£ - 5& 51. - 5 5&-& &A-4H 

Staring 7* - 63 7H - 7 7* - 7& 7fi - 7i 7fl - 7& - 7B 

Swim Rwo l4t-lV 1% - fTa 1^ - 2^ - Ifi 2d - ZU 2^-2^ 

CarmSmDetor 35, -3h 35,-31, 3h - V. 3B-S B - SU ^ 

USDolar 5% - 5^ 5% - 5^ ® - 5JJ 5tf - 51J 

Italan Lira 6% - 8*2 6%-6h 6? - Bg B& - 6^ && - 6^ 5JJ - 5% 

JapanamYan h-il h-U h - H S-,l S-T B - .*« 

Asian SSbig 7)4-7 5-42 4\ - 4^ 4), - 4)* 4), - 4j 4)» - 41, 

Start tana taam are cat to Ita US Polar and Yen. rahane two dqk none*. 

■ TWOWTHWOn W7IllHBe84ATTyMa>ntertm*cfto9dratB 


ijremomi toftatoamto I 


Gaman Mark 
Dutcfi Guilder 
Ranch Rmu 
Poduguesa EK. 


Open 

Sett price Change 


Low 

Eat vol Opan irt 

96.10 

96.12 

-003 

9015 

96.10 

10582 

40357 

9072 

9072 

-004 

95.7B 

9071 

12104 

52560 

9044 

95/43 

-006 

95/48 

9542 

0648 

33921 

MONTH 

UMMU 

RK NTUfifiS (UFFQ- DMIm pofnts of 100M 

Oprai 

Ssttprica Change 

Hgh 

Low 

EsL vol 

Opan M. 

9012 

9011 

-001 

8014 

96.09 

49019 

291077 

96.74 

95.75 

-092 

9079 

95.73 

51085 

327207 

8046 

B5i45 

■002 

9550 

95.43 

69291 

283180 

9022 

9622 

-092 

3527 

9020 

33861 

195323 


WITH BOWOWAmCWmiBES (MFFy DM3mpcfraso1 100% 

Open Sett price Change Low EaL voi Open tnt 

8642 - 0 60 

96.12 96.11 -091 86.12 66.11 150 5914 

86.17 -am 0 200 

98.01 -002 0 50 

tooami Bmom riiuub (Lurg- Liooom pofres a 100 % 


Open 

Sett price Change 

Hgh 

Low 

EaL vo) 

Open in 

9079 

9078 

-021 

9394 

93.76 

18396 

108822 

9449 

94.46 

-004 

9455 

94/43 

16348 

103755 

9493 

94.79 

-005 

9498 

94.77 

21526 

95451 

9496 

94.86 

- 

0491 

9492 

8849 

63329 

MONTH BMOSMN 

t nUHC IVniMB iJFFQ SErlm pofete Of 100M 

Opan 

Sattprtce Change 

H&t 

Low 

EaL vol Open Int 

9796 

9790 

-Oil 

97.B7 

97.78 

22074 

81813 

9792 

9797 

-OIO 

0792 

9753 

17111 

45700 

9728 

9792 

•Oil 

9728 

9728 

6117 

Z7438 

9791 

97.14 

•013 

9722 

97.12 

4927 

18437 


itoownipmoinpi wmiwBs(LJFFgYiooiTipokTtaonoo% 

Open San price Change H&i Low Eat. vd Open ire. 
9948 - 0 nfe 

8942 -092 0 rVa 

9036 -092 0 nto 

; bbostth ecu rnunn (uffe) Ecuim points of 100 % 



Open 

Sattprtce Change 

HU* 

Low 

EsL voi Open irt. 

Dec 

9522 

0523 

-091 

9525 

0592 

718 

10749 

Mar 

95.19 

a5.19 

-002 

9521 

95.19 

374 

6158 

Jun 

95.11 

95.10 

-093 

95-13 

95.10 

288 

5681 

Sap 9592 9590 

* LFFE fcftrae atao badad on APT 

-094 

9593 

9590 

465 

6426 


I Domr Spot a 
m rates. UK. i 


1 show only ita Usr 
ntiECjmaA 


me d a c ki iM nianm Fcremd rates are not draedy 
ad m US currency. JJ>, Morpan nominal Ora 


) on m WmW kt J=Tj: 


■ BEOUMOWlBIE (LffFg LIOOQm pdhta oMQ(W 

S&flta - — CALLS - - ■ PUTS 

Price Deo Mer Jwi Dec Mar kai 

9085 015 078 196 012 006 004 

9400 005 055 086 027 010 007 

8425 O01 097 065 048 017 011 

Ebl «aL total. CWb 0532 Pure 2756. Prerioua d^a opao kt, Qda 230547 pure 113784 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 



Oct 22 

BFr 

DKr 

FFr 

DU 

12 

L 

R 

retr 

e» 

PC* 

SKr 

SFC 

e 

CS 

S 

Y 

Ecu 


Betgfwn 

(BFf) 

100 

18/48 

1696 

4952 

1964 

4738 

5470 

1999 

4942 

4082 

2090 

4.018 

1966 

3.7B0 

2.724 

3287 

2460 

■ ; 

Danmark 

(DKi) 

54.13 

10 

8903 

2826 

1909 

2564 

2860 

1096 

2679 

2215 

1121 

2.175 

0902 

2051 

1.474 

1779 

1232 

1 j . 

France 

(Fft) 

61/49 

11.38 

10 

2984 

1.146 

2913 

3983 

1211 

3049 

261.8 

1295 

2471 

1.024 

2330 

1975 

202.1 

1213 


Germany 

(DM) 

20.61 

3908 

3252 

1 

0284 

9784 

1.127 

4.058 

1019 

8424 

4206 

0.828 

0243 

0781 

0261 

87.74 

0207 


feefand 

W 

53/6S 

9913 

8726 

9«n3 . 

1 

2542 

2935 

1056 

2652 

219.6 

1121 

2156 

0694 

2033 

1.481 

1782 

1220 

- ‘ 

ttriy 

W 

9.111 

0280 

0243 

0102 

0069 

100 

0115 

0416 

1043 

8.637 

0441 

0986 

0035 

0960 

0957 

6937 

0052 


Netherlands (H) 

1898 

3278 

2973 

0887 

0241 

8669 

1 

3900 

9026 

7492 

3.821 

0735 

0205 

0.693 

0488 

6098 

0450 


Nonray 

(MO) 

50.79 

9284 

8961 

2465 

0947 

2406 

2778 

10 

251.1 

2079 

1082 

2.041 

0846 

1925 

1283 

1669 

1950 


Portugri 

(&) 

2093 

3.737 

3290 

0962 

0277 

9584 

1.108 

2983 

TOO 

8278 

4928 

0.813 

0237 

0.767 

0551 

6649 

0486 


Spain 

(PJa) 

- 24.44 

4915 

3974 

1.186 

0/455 

1158 

1237 

4911 

1208 

100 

5.108 

0982 

0407 

0926 

0668 

8022 

0.601 


Sweden 

(SKr) 

4794 

8938 

7.781 

2221 

0982 

2267 

2617 

9419 

238.5 

195.8 

10 

1.922 

0797 

1.813 

1203 

1572 

1.177 

’■ 

9wttzar1and 

(SR) 

2499 

4998 

4948 

1908 

0/464 

1179 

1261 

4.900 

1239 

101.8 

5902 

1 

0415 

0.843 

0878 

5190 

0812 

■ 

UK 

(0 

6003 

11.09 

9.783 

2913 

1.119 

2844 

3983 

1192 

2969 

245.7 

1255 

2412 

1 

2275 

1.635 

1972 

1.477 


Canacto 

(CS) 

2628 

4976 

4992 

1980 

0492 

1250 

1.443 

5.198 

1305 

1089 

5216 

I960 

0440 

1 

0719 

B874 

0849 


USA 

(9 

36.72 

8783 

5971 

1.782 

0984 

1740 

2008 

7929 

1812 

1502 

7974 

1475 

0612 

1.391 

1 

1207 

0803 


Japan 

M 

30/43 

5921 

4948 

1/476 

0967 

1441 

1964 

5980 

1504 

1242 

6259 

1922 

0.507 

1.153 

0829 

100 

0749 


Eou 


4094 

7909 

0610 

1972 

0.758 

1926 

2923 

Anna 

2009 

1662 

8495 

1.833 

0977 

1.540 

1.107 

1339 

1 






FIBST NATIONAL BUMJUNC SOCIETY 
(A) nU II 3*% PERMANENT 
INTEREST BEARING SHARES 
111 STC U 3M* PERMANENT 
INTEREST BEARING SHARES 
NOTICE la hereby pr+en that 0 k Ropsttr 
of Member* of die Society bolding (A) 
null 3/8* Pennment tnrereu Beam, 
Share* or <BI STG 11 \H% Permanent 
interne Bearing Stairs will be dosed on 
24 October 1997. tor one day only, (to the 
purport of pre pari n g die dcctcM Payment 
ait U llmimdw 1947 

BY ORDER OF THE BOARD ■ 

RBERGfN 

SECRETARY 


Dankh Kmar. Fntoh rraoc. NoomStot Itorer. and U i ntah Km pra 11b Mtfm ft**, Ym. I 
■ PjWW WIWW gMM) DM 1Z5.000 par DM 



Open 

Latest 

Change 

High 

Low 

Dec 

06607 

06827 

+00023 

02627 

05595 

Mar 

02650 

02655 

+00023 


02650 

Jun 

- 

05670 

+09012 

- 

- 


Open Latest 
08340 0.8349 

09458 
09572 


C (IMM) Yen 125m par Yen 100 

Change High Low Eat vof Open lot 
+0.0007 08361 09320 18995 86981 

+00002 09458 100 927 


■ SWISS BUlfC wmautt (B4M) S Ft 12S900 perSR 


Dec 

09757 

09812 

+00059 

09812 

06748 

24923 

41951 

Dec 

19316 

Mar 

06863 

09884 

+09048 

06865 

06848 

447 

2043 

Mar 

1.6260 

Jun 


08915 

+00037 

06915 

- 

4 

265 

Jun 

“ 


UK INTEREST RATES 


LONDON MONEY RATES 

Oct 22 Over- 7 daya One Three She One 

night - notice month months months year 

Herbal* Strafing 8-6% 7d - 7i 7^ - 7A 7^-7^ 7h - 7% 7& - 7& 
Strafing CDs - 7», - 7A 7* - 7* 7J1 - 7* 7J3 - 7h 

Treasury Bits - - 7A - 612 7*, - 7 - 

Bra* EMs - - 7 - 63 71 , - 7 A 7A - 7* 

Local authority d*3G. 6% - B^i 7-6% 7A - 7 - 7% 7A - - 7A 

Oscount Maricat dap* 7-8% 7-8% - 

UK deering bar* baea lenrfing rate 7 pra cant from Aug 7. 1997 

Uptol 1-3 3-6 56 8-12 

•month month mortha tnorehe mcktrira 

Certs d Tw dep. (D10090Q 2% 5% 5 5 4% 

Crare of Tax dep. mow El00900B2iape.DkPoetoii*t«»B«mfcrcmhl%pc. 

Are. render r^eof (Amount on Ora 17. 69377iie. BJGD taedima SBpEkport Fkwnoa. Mkfca 
id day S«p 3a 1697. /^]ra«d rare lor period Oci 28, 19P7 la 26. 1BW. Schama U 04«pc. 

Marwaarere to pariod Aug 30. 1W7 to Sap 30 1987. Ssfiranm IV A V 7284po. Finance 
Horn Baaa Rnto 2*apoHm Oct 1.1907 

■ TWBEK teOMTlI GTRHLIIIQ FUTUI— (LIRFg E500900 pobds of 10096 

Open Sett price Change Hgh Low £&■ vd Open W. 
Dec 9294 9262. -002 9297 9292 1 7682 133184 

Mar 8262 9258 -094 9298 9258 26975 111922 

Jun 9264 9292 -003 9298 8261 1B974 81080 

Sap 9270 »«i -092 9275 9268 10403 62642 

Dec 9279 827B -002 8295 92.77 7384 S2222 

A*o tratad on APT. Al Oprai Mare* dg*. are to prerioui day. 

■ SHOUT STWU»q OPTIOIM (UFFg E50090Q poH» of 100* 

Strike CALLS — ■ — P»T3 ■ 

Price Deo Mar Jun Dec Mar Am 

easa o.is 020 031 003 012 0.19 

8278 003 096 0-17 016 025 090 

6300 0 093 096 038 OA5 048 

EOL ita. total. Cato 11139 Pure 2740. Pnwtaua d*re opm k*. Calk 2DS5W Pita 222804 


1 (lABUI) EB2500 par E 


EMS EUROPEAN CURRENCY UNIT RATES 

Oct 22 Ecu cen. Rale Change 9*+/- from * spread Dfw. 

rates against Ecu on day can, rate v weekaat ind. 


(L8320 

18995 

86981 

- 

100 

827 

“ 

2 

171 

1.6240 

8963 

35,104 

192X 

3 

281 

1.6180 

47 

71 


LEGAL 

NOTICES 


Na-o o+reora iw7 
IN THE tOGR COURT GF JUSTICE 
CHANCERY DIVISION 
COMHNB COURT 

IN THE MATTER OP 
ROPNERFLC 
-aad- 

IN THE MATTER OF THE 
COMPANIES ACT 1985 
NOTICE IS HEREBY GIVEN Uni a 
taboD waioa 2l*t Oraober 1997 prenad 
re Her MqerayY ffisb Omst of Justice for 
the codfinrwBoa of the r rrtnnin o of die 
ChpiUI of the Company trara £1 >443912 
to £7 JSOjOOO and the caaeellatiOB of the 
State Premium A rr m ire hi the aim of 
O73DQ0 

AND NC7UCE IS FURTHER GIVEN dm 
die mid Pttnlija * dhteted to be beard 
beftor dw Restorer of dc Cm^nuc* Coon 
at the Royal Conti* of Jumee. Strand. 
London. WC2A ILL on 5th November 
1997 

an'oeder for'd^ tw^tota'ofme add 
reduction of Capita wd ctnoaUarioa of the 


htaand 0798709 

Finland 595424 

Wf 180848 

Spain 183.826 

Portugal 187.398 

Denmark 794555 

Franco 645863 

Belgium 38.7181 

NattMrtanda 218979 

Garmony 192573 

Austria 13.5485 


0755448 

6.B0B32 

192221 

166937 

200965 

791420 

691336 

409750 

292388 

197349 

13.8907 


NON ERM MEMBERS 
Qraaoa 295969 308.169 

UK 0.793103 0977325 

Eto oamral m a« by dw Euopam CeaiMai 
nraranresa dhrapm are to Ecu; a poathw ctw 
batwaan era aremds tna pwcartaga dHararea 


+0.0002 

-5.42 

840 

36 

+000512 

082 

1.59 

-6 

+028 

1.03 

148 

-7 

-0054 

1.53 

osa 

-11 

-0084 

1.78 

076 

-12 

+090104 

290 

092 

-16 

-000051 

2.40 

0.13 

-20 

-09033 

241 

012 

-18 

+000053 

248 

095 

-IB 

+000022 

248 

004 

-24 

+00019 

g-sa 

nm 

-18 

+0158 

4.71 

-206 

_ 

-0000342 

-1490 

2095 

- 


■* CUrenOm ■■ ki totoatdhe rekata arengn. 
ga denetm a ««m etirgnorJAwraaKo dam dw rafe 
Hrirai dw acata motel raid Erai cetcd tam lor a 
■ daikktoi of dw cunwiejriinalm rare tan to Ecu 
VA Mbmoar* caicuHod oy dw FlneadH Tkrare 



Low 

Eat. vol Open M. 

Sn8m 

— 

- CALLS 

9297 

n 9PO 

17882 

133194 

Price 

Nov 

Dec 

9296 

9256 

26876 

111922 

1930 

1.68 

293 

9298 

9261 

18974 

91090 

1940 

1.10 

1.76 

9275 

9268 

10403 

62842 

1950 

082 

197 

9295 

92.77 

7384 

62222 

Pietfoua day* voL. Cato 540 Pite « . f 


eawW rare. I7/94&: Grerinp arapandad hom EHA Acfuranw* caiaMad oy dw FlneadH Tkrare 
■ PHUAMEUNKA «C CTSomoeiS £3i 950 (cana par pound) 

Strike CALLS PUTS 

Plica Ncnr Dec Jrai Nov Dec Jan 

1930 1.68 223 277 190 195 278 

1940 1.10 1-78 298 1.73 254 394 

1950 082 197 195 251 3.15 

Pimtaua day* voL. Cato 540 Pita «. Prev. dW» opan kit, Cm 27,346 Pirn SmjBB 

n PHWiADIWUASB P-MAHK/S OPTIOWS DM62SQ0 P par DM) 


Nov 

- CALLS “ 
Dec 

Jan 

Nov 

- PUTS - 
Dec 

Jan 

0.83 

1.13 

1.43 

039 

096 

077 

054 

085 

1.15 

097 

090 

192 

035 

OS3 

091 

OS7 

1.08 

197 


You want to 
advertise in the 

Financial Times. 


For further 
information 
please contact 

Melanie Miles 

+44 0171 873 3349 

Marlon 

Wedderbum ! 

+44 01718734874 


PnNtotB day's voL, Cato 404 Pito '938 . Pw, tfay^ opart kit, Cato 11 A67Puta 35418 


■ wage month ■uwopouaw qmm) sim pdwe of 100 % 


A copy of the mid I 


Gaoldensof 22Tudor ! 
Leaden BC4Y0U 


HfeU 0171 583 777n. 
Ref: R1QI28 ¥707339 


SOVEREIGN HIGH 
YIELD INVESTMENT 
COMPANY N.V. 

Nebco B bereby griren to the 
teteddea fiat a Special 
Genera) Marling of SbarebnMen 
cf bM nnipray raaD be bdd oo 
No wraaber 10, 1997 to P itomniii 
17, Oingo, Ne&arfaak An t fll os 
to 490 pan. local fine, 
fia r eb okkre may be rtpwc a ted 
to Ibe BntoBg by proxy. Holders 
of b ear e r ten may etoebiite 
their owneofeip by rtrpnrilingfiiar 
tern (or a oratificate of depoek 
issued by a bank) »t ibe office of 
flw comp ra yaa aaetoioBed abosn. 
agnato a reoeqit. not later flan on 
flw dey of tbe tace l ms and by 
proteemg* receipt at flw meeting. 

Onagan. October 17. 1997 

By aricr eftfap Board 
of Managing DhetRaa 


U.S. $100,000,000 

B.B.L. International N.V. 

Floating Rate Notes Due 1999 
Guaranteed on a Subordinated Bass 

as to payment of principal and interest by 


BHL 


Banque Bruxelles Lambert SA7 
Bank Brussel Lambert N.V. 


Interest Rate 

Interest Period 

Mores! Amount per 
U.S. $5,000 Note due 
23rd April 1098 


D 70 per annum 

23rd October 1997 
23rd April 1998 


U.S. $151.67 


Credit Suisse First Boston (Europe) Ltd. 

Ago* 


NOTICE 

Exlrsordkury Geiimfi MeetiHg 
C o mpragnie dc Participations Wnancifarea 
(Luxembourg) S.A. 

RC Luxembourg B no. 28500 
anf dei Hokaiil, Rome de Luxembourg, L-5230 Sandweiler 

Notice is hereby given of an Enraordinary Oeneral Meeting of the 
sharefwiders of COMPAGNIE DE PARTICIPATIONS HNANC3ERE5 
(LUXEMBOURG) S-A. (the “Company^) to be held on 30 October 
1997 at the offices of die Company at 3.00 pm, or any adjournment 
thereof, with tbe following agenda- 

1. Tb accept flwnaienaiinncftfeSie&nSdiBpea as dhraaor and ebagnan 
of flw Company od logons Urn dbcfcaige fcr his mandate. 

2. To increase ibo ranober of directcn from &xir ro &ve. 

3. Tb appoim Mr Erwin Ben*, accrkgriarr, retidcoi in Luxembourg and Mr 
ll c t facrt Odtos, batinmaniin , i ca kfan m Lmpnbraag as “A" (Srecacn of 
ibe Company and to confirm die compnaMnn of flw board of ifirectoci as 
ftflowc 

-“A" director Mr Erwin Bette as daector (Finance) 

-“A"dSmctoc MrHetbenOeOEBasdiieaor(Genea] Managing Dmcter) 

- *Vdiector MrGtoham J. Wibon asdSwcu (aoncscatinaadCbBimnnT 

- “B" dhecioc Mr Andrew McGtam as ifirectar 

- TT ibeanc Mr Robert Bditaoni as efirector 

4. Any ocher butiness 

By anler of flw Board, on 6 October 1997 


BASE LENDING RATES 


Open 

Latest 

Change 

High 

Low 

Eat. vol Open fen. 

94.10 

94.10 

+OOI 

94.10 

9499 

65985 

565952 

9491 

9491 

_ 

9492 

9440 

73957 

420947 

9393 

9392 

- 

9393 

93.91 

51905 

346984 


Adam 5 Company 7M 
Alsdltoh Barit (GB) 7.00 
■HanyAnabachrar 700 
BarcoBtoaoVtocBya 7D0 
B&nfiafCypn* 700 
Benkof Ireiand . 780 
Banked Indb 7-00 

BartcofScofiand 790 
BanteyBBaric 790 
Bit BkofMd East 790 
4»iora>91tey£CoUd 790 
CKtanfcNA 790 

CfydaBthteBank 790 

The Co-opaaswB 8arii7.00 

Conns a Co 790 

Capets Popular Bank 790 

Oionitofe 790 


BwMr Trust Umfiad 890 
AwncfalAGanBank 890 
•Mwit Ftamkig a Co 790 
■GuJnneas Marion 7.00 
Hatte Bra* AS Zkalch 790 
■Hambres Bark 790 
Hrafttote & Gan few Bk.7.00 
C. Hoaraaco 7.00 

Hongkong a StaiWwi 790 

hwreo BanMUCJ Ud790 
Julon Hodge Bank 790 
■Lacpofef JerafA & Sore 790 
Lloycfc Baric 790 

Mctand Bank 790 

ItetMteumlralBr 790 
•ReaBmthae 790 
Rqof BkcdStefland 790 
ScoHsh WldMS Bank 790 


•Singer A fltadbnter 790 
•SoAhS WAknsn Sees 790 
Sun BraWng Oocp Ud 790 
TSE 790 

Utaed Bank of KbradL790 
Utay Duar Bank 7.00 
wnferawrayLafetew 790 
YoriwMre Baric 790 

• Membare of tendon 
hmsbiwnl Bantang 
Akdodadon 
■ hraferintoraten 


m US THHABUHY Btol. PUTWEa (WM) $lm per 10O?4 

Deo 9592 9592 -091 9593 9592 210 

Mar 9591 96.01 -0.01 9501 9591 163 

Jul - 94.01 -091 - 9491 86 

Al Opw* Horeet flga. «a lor pravkua doy 

■ EUBOOUHK OPnOWS (UFFE) DMIin pofcito of 100* 

Strike CALLS PUTS ■ 

Price Nov Dac Jan Mar Nov Doe Jra 

9575 098 037 0.12 0.15 0 091 0.U 


Nov 

Dec 

Jan 

Mar 

Nov 

Dee 

Jan 

098 

037 

012 

0.15 

0 

041 

012 

013 

0.15 

093 

095 

002 

004 

0X8 

OOl 

003 

041 

041 

015 

017 

051 

0 

0 

0 

0 

039 

039 

075 

0 

0 

0 

0 

064 

094 

190 


fw wl total. Cate airs wire aaaa. pwmub coy's coon fen. Cm 352360 pw : 
■ BID SUMS WMWC OPHOWS flJFFg SFr 1m poMa of 100* 


ante 

Pries 

Dec 

- CALLS - 
Mar 

Jun 

Dec 

- PUTS - 
MV 

Jun 

9800 

045 

007 

097 

025 

050 

075 

9825 

092 

093 

pm 

047 

0.71 

096 




fl—HM— lira Ifetoi*. BiugrttM. 


Acccnfing to the tenm and 
coocfidOBS of flw Bcoda 
notice is hereby raven tint 
61 1 ayp k an e w y Bends lave 
been emed opon e&lnD^ 
■point Coupon on accoaac of 
payment of ifltees. 

)fcw mta! nominal nnoau 
omnniSiK n of 31/1OT7 : 
raPTCfeOOOOO 

TffiPSMOPAL PAYING A(®NT 

SOCETECHffiBALE 

taANKAIVQST&A. LUXEMBOURG 


&t *ol M Cato SO Pure m Aratova day^ epan lnt_ Cato 3125 Pina an 9 


T 








ftnanciajl times 


THURSDAY OCTOBER 


23 1997 


'Aflli Li L*l»i* LSI 


Saudi Arabia to focus on natural gas 


By Robert Co rafne 
in Riyadh 

Saadi Arabia, bolder of the world's 
largest oil reserves, yesterday said 
it would focus future exploration 
efforts on natural gas in order to 
meet surging domestic demand 
A senior official at the Petroleum 
Ministry in Riyadh said the more 
extensive use of gas hi the king- 
dom could free up between 200,000 
and 300,000 barrels a day of addi- 
tional crude oil for export within 
two years. Saudi Arabia currently 
burns crude ofl in a number of 
power stations and desalination 
plants. 


The official said any increase in 
crude exports as a result of fuel 
substitution within the kingdom 
would not breach the country's 8m 
b/d quota from the Organisation of 
Petroleum Exporting Countries. 

"If s a cheap way of adding to 
crude exports,” he . said. But addi- 
tional sales would only be made “if 
the market allows for this volume 
to come forth”. 

Some studies suggest Sand! 
Arabia loses as much as $L3bn a 
year In lost export revenues as a 
result of burning more than 230,000 
barrels of crude a day for power 
generation, water desalination and 
other indus t ria l purposes. 


Nearly 50,000 barrels a day of die- 
sel are also consumed domestically 
for similar purposes. The use of 
crude for power generation is also 
more costly than cleaner-burning 
gas, because oil-fired turbines 
require more maintenance and are 
more prone to breakdowns. 

The expected boost fa crude oil 
exports as a result of domestic fuel 
switching will also help offset a 
predicted reduction over the long 
term fa Saudi exports of liquefied 
petroleum gas as a result of grow- 
ing domestic demand far LPG. 

Earlier this week All Al-Naixui, 
tiie petroleum minister, ruled out 
foreign companies taking a direct 


role In the exploration and develop- 
ment of Saudi Arabia's gas 
reserves. Yesterday be said a 
recently announced price increase 
for domestic gas - from 50 US 
cents per million British Thermal 
Units to 75 cents per million BTU - 
was a sufficient incentive for Saudi 
Aramco, the state petroleum com- 
pany, to boost its gas activities. 

The new price was "quite posi- 
tive", but the official suggested 
Aramco will be cautious fa assess- 
ing demand. Demand for gas is 
forecast to double by 2010 to 
around 75bn cubic meters a year, 
"but we should not assume all the 
demand potential win be realised”. 


Ali Al-Naimi declined to be 
drawn on any specific strategy 
Saudi Arabia may adopt at next 
month's Opec meeting. But be 
repeated Riyadh’s belief that com- 
pliance with Opec quotas would he 
of greater financial benefit to mem- 
ber states than the greater volumes 
which result from the current over- 
production- , 

The official added that growing 
economic uncertainty in Asia had 
so far not spilled over into oil 
demand in the region, which is 
now Saudi Arabia’s most impor- 
tant market, accounting for about 
60 per cent of exports in recent 
months. 


Oil rallies on 
fall in stocks 


MARKETS 


By Gary Mead 

World oil futures rallied 
yesterday in the wake of 
data showing an unexpected 
drop in crude oil stocks. 
Cold weather in the US 
added to the bullish mood. 

The American Petroleum 
Institute and the US Depart- 
ment of Energy both 
reported falls of more than 
3.3m barrels in US stocks 
held in primary storage. 

On the New York Mercan- 
tile Exchange, the bench- 
mark December contract 
was up 54 cents at £21.40 a 
barrel in early trading. On 
London’s International 
Petroleum Exchange, the 
December Brent crude con- 
tract rose 53 cents to $2028 
in late trading. 

There were mi»«l fortunes 
for cocoa and coffee on the 
London International Finan- 
cial Futures Exchange. 
Cocoa took more pounding 
from investment fund sell- 
ers. while coffee mounted a 
recovery as industry buyers 
began to sense bargains. 

Investors continued to shy 
away from cocoa, convinced 
that global production levels 
in the medium-term augur 
poorly for significant price 


COMMODITIES PRICES 


jumps. The December con- 
tract slid rapidly, touching a 
low of £1,057 a tonne. It later 
recovered and finished at 
£1,067 a tonne, S3 lower than 
the previous close. 

Almost all the gains made 
in August and September - 
inspired by fears that the lat- 
est El Nino weather pattern 
would damage crops - have 
now been obliterated in a 
three-day purge. Increas- 
ingly favourable news con- 
cerning the crop from the 
Ivory Coast, the world’s big- 
gest producer of cocoa 
beans, >»«« rfiTnfnfsheri fears 
about the periodic warming 
of the tropical Pacific Ocean 
that reverberates globally. 

On New York’s Coffee, 
Sugar and Cocoa Exchange 
there was less of a slide in 
cocoa futures, as ftmd sellers 
balanced renewed manufac- 
turer buying; the benchmark 
December contract was 
down just $1 at $1,598 a 
tonne in morning trading. 

Coffee attracted trade buy- 
ers and speculators covering 
short positions, and together 
they restored some of the 
previous collapse that 
brought it to a two-month 
low of $1,455 on Tuesday, the 
January contract closed $55 
higher at $1,513 a tonne on 
the CSCE. 
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BASE METALS 

LONDON METAL EXCHANGE 

{Prices from Amaigamrted Meter Trading} 

■ ALUMNUJM, 98-7 PUBTTY (S per tormo) 

Cmb 3 mtha 
Ctow 1565-6 1584-5 

Previous 1576-77 1604-05 

High/low 1602/1589 

AM Official 1566-68 1594-95 

Kart} dom 1596-7 

Opm tot 223327 

Total daly tumour 114^25 

■ ALUMMIUM ALLOYS per tonne} 

Ctoao 1440-45 1463-3 

Previous 1430-35 1455-60 

HlgMow 146671455 

AM Official 143540 1458-60 

Kerb ctose 1480-64 

Open tot 5,148 

Total dolly turwer 2.823 

■ LEAP (Spar tonne) ___ 

Ctose 61Z0-30 625-6 

Previous 586-99 611-12 

HigMaw 62ft013 

AM Official 606-7 616-9 

Kerb ctose 626-7 

Open tot 29,398 

Total cMV turnover 8086 

■ MCKB. (Spar tonne) 

Ctose 6380400 6*60-90 

Previous 6380-70 6450-55 

HighAcw 65006430 

AM Official 635055 643540 

Kart) dose 6430-35 

Open tot 54,461 

ToW daty turnover 19416 


Precious Metals continued 

■ GOLD COMEX {100 Troy oej SHroy oej 

sen oafa open 

prise c to n ge Ogft tow KW hr 

Oct 322.1 -02 322.7 322.7 14 127 

Bov 3225 -03 - - - 1 

Dec 3236 -0.3 3250 323.1 19,494 81J242 

Ml 3253 -02 328.7 324* 1*58 27,132 

Apr 327.1 4L2 328-3 3280 25 6,014 

Jua 3292 -02 3302 3290 918 10218 

ToW 2258917*223 

■ PLATINUM NYMEX (50 Troy as.; SAroy ofc) 


Oct 

420.7 

-25 

4230 423.0 

8 

150 

Jv 

421.2 

-AS 

4280 4170 

1013 12058 

AW 

41t7 

-40 

4210 4170 

- 

944 

Jrf 

4132 

-40 

- 

1 

21 

TcM 




1018 14071 

■ PALLADIUM NYMEX [100 Troy oz.; SAroy Oi) 

Dec 

20150 

_ 

20350 19900 

906 

3,799 

Mar 

196.50 

- 

20250 19800 

10 

657 

Jhd 

19500 

- 

- 

1 

111 

Sap 

18900 

- 

- 

- 

2 

Total 




9ia 



Ctose 

Previous 

Highflcw 
AM Official 
Kart) dose 
Open tot 
ToW da*y turnover 
■ TW (S per tonne) 

Ctose 
Previous 
High/low 
AM Official 
Kerb dose 
Open tot 


5425-35 5450-65 

53875-75 5410-15 

5500/5430 

5415-25 5440-50 

5450-55 

15JJ75 


ToW daSy tunover 7,295 

■ ZMC, spoofed high grade ff per taira$ 

dose 12S4-5 1275-6 

Previous 1250-51 1270-71 

HlgMow 1281/1273 

AM Official 1254-54.5 1275.5-76 

K»b close 1274-5 

Open tot 79,777 

ToW riaRy turnover 18,061 

■ COPPER, grads A (5 per Hnne) 

Ctose 2084-5 2106-7 

Previous 2069-70 2084.5-85.5 

HighAow 2068 2108/2081 

AM Official 2065-86 20S9-90 

Kerb dose 2101-2 

Open tot 146.492 

Total daty turnover 52,672 

■ LME AM Official E/S rwtac 14314 

LME Ooeing rate: 1JBSP 

Spot 10341 3 Me. 15882 B ute 10» 9 ■*& 10181 

■ HK3H GRADE COPPER (COMBO 



Sett 

B«r* 




Open 


grin dmge ago 

Lana 

Vot 

fat 

0d 

94.40 

+040 

95.70 

9170 

25S 

644 

Mo* 

9450 

+005 

9500 

M no 

202 

2009 

Das 

8505 

+0.45 

SOBO 

94.15 15,714 27,758 

Ju 

9555 

+435 

9600 

95.75 

98 

1076 

M 

9505 

+0.45 

9600 

95.70 

29 

1,186 

Mv 

1UH 

95.75 

+8,45 

0600 

9500 

680 

6,732 


PRECIOUS METALS 

■ LONDON BULLION MARKET 
{Prices applied by N M Hottgchad) 

OoMOray oz) $ price E aquiv SFr oqulv 

Ctose 32200-32200 

Opening 3226062250 

jErfnJfe 322.70 19&097 470210 

Afternoon ftx 322 M 197.217 475072 

OafsHS gh 

Day's Low 

Previous dwe 323.0032150 

Loco Uto Mem GMiU Landbig RMaa (Vs USS) 

1 monsf? 9-0 0 6 months - fl .14 

2 months 2-90 12 months 328 

3 months ™—.™2-89 

Steer Rx p«ioy oe. US «***?*'■ 

Spot 304.45 497.00 

3 months 30720 W0.75 

6 months 311.10 504 ■*> 

1 yew 317.50 511.70 

Cold Coins Sprtoa Eaqujv. 

Krugerrand 327-329 200-202 

Maple Leaf 

New Sovereign 76-7B 46-48 


■ SALVER COMEX (5,000 Troy oz^ CentaOroy ozj 

Od 500.3 +55 - - 100 101 

Hnr 5015 +55 - - - 1 

Dec 503.3 +5.5 508J) 4945 8078 66.182 

Jen 504.6 +55 - - 5 20 

Mr 509.4 +£7 515.0 501 JJ 1,131 19,508 

■ay 5122 -+-5J9 517.0 5043) 1.723 2087 

Total R0» 89017 

ENERGY 

■ CRUDE OB- NYMEX H.000 berreb. S/borral) 

Utosf otfa opw 

price ctian g a Mga Low VN tot 

PK 71.52 +666 2157 2053 41,110 lit,® 

Jan 2i® +062 21.54 2093 11.586 52969 

Feb 21.43 +058 21.45 21.04 3562 2957V 

Har 2194 +096 2195 2190 2931 16,498 

Apr 21.15 +0.44 21.15 2090 1.256 14,067 

Rtay 2196 +042 2196 20-79 1994 13,116 

ToU 99488402996 

■ CRUDE OIL IPE (S/banri) 

Latest Bay's Open 

price cha nge High Low Voi fat 

Dec 2025 +090 2038 1991 15,498 72.242 

Jaa 2024 +0.48 2097 1992 5,063 38998 

Ml 2020 +090 2020 19.58 496 14,318 

■ar 2093 +0.45 2093 1990 382 5921 

Apr 1997 +0.42 1997 1065 541 3,405 

tfqr 1973 +041 1073 1068 270 5901 

Total n/i n/a 

■ HEATWB Oft WlPt (455,000 US gate; aW? flat*) 

Latest Oafs Opan 

price ctawga Mp In W M 

Mo* 59.00 +196 59.15 5794 14,142 31950 

Dec 5995 +198 5010 5896 0464 *6565 

Jaa 6065 +194 60.70 5990 2914 22967 

M> 6090 +199 60.80 6000 1982 12003 

■ar 5055 +079 SOTS 5905 445 6927 

Apr 5690 +099 66.10 57.65 175 5991 

TBW 29988141926 

■ GAS OU. K (SAohib) 

Salt Bay's Open 

price do nga Hga Law M fat 

Nev 18290 +2.75 18390 18025 6906 34J976 

OK 10390 +2.75 154.X 18173 2.729 20329 

Jan 1B40O +290 18590 18275 1933 14906 

Fah 16490 +290 184.78 1B27S 386 7.7B6 

Mar 1822S +275 18190 1X90 260 5218 

Apr 17990 tZ-75 173.00 17890 301 2908 

lew t3j00SE 100JBS6 

■ NATUIVU.{^KP9P tanas HBoctpptgri 

Ho* 13+480 +9.190 11490 13950 250 1200 

Dec 15.730-0970 - 1,<70 

TPW 85 12288 

■ NATURAL GAgBTMEt flOjQO tamfifa-.- SWefifaJ 

SMt Days <*■» 

price change Bgh Low Vol U 

Ng* 3960 +0.156 3570 3281 M557 41, IX 

Dec 3570 +0.176 3500 350017,011 4*500 

Jaa 3505 +0.137 3510 3.4* B285 28547 

Feb , 3.165 +0.1B 3.170 3970 2583 21590 

Hv 2795 +0935 2920 27X 1,110 15940 

Are 2.440+0910 1480 24Z5 564 395S 

TOW 71 7® 250274 

■ UNLEADS) GASOUNfi 

rfrWEXt4290aU5g8fl^cAfiBatO 


GRAINS AND OIL SEEDS 

■ WHEAT URPE POO tomes; E per lonna? 

Sell Da/a Open 

price dmtgtt H&i torn YbI fat 
Nov 8490 +095 8425 8390 211 1.133 

JBB 8895 +0.40 8520 8590 57 37>2 

Mar 8890 +0.40 80.00 8775 40 2978 

May 0090 +0.40 gam mss 70 2128 

M 9200 +0.40 8325 93m 10 193 

ToW 371 9242 

■ WHEAT C8T {5 JOObu min: canOffiQfe bushel) 

Dec 374.00 -2 37350 37150 16984 58,148 

■ar 38750 -15 30150 384.75 5,187 27,755 

■ay 39425 -1 38790 30150 1 973 5,724 

JM 396.00 - 39750 39390 1,155 13.183 

Sap 400.00 +95 38am 39000 11 88 

Dae 40850 -9.5 41190 40850 54 2942 

Mai 24,453107976 

■ MABE C8T {5900 bu min; centVSBB buaheQ 

Dec 28175 +625 29490 28750 40246210219 
Mr 30350 +65 304.00 207.00 1155B 97.135 

Hey 30050 +675 31090 30225 1,970 28.425 

<M 31350 +8.75 31175 30850 3988 37240 

Sap 300.75 +5 30050 29790 315 1173 

Sec 28025 +4.75 29925 29325 3,700 24.4 82 


SOFTS 

■ COCOA UFFE |10 tanriae; ETtonnc) 

Sett Open 

price Manga Uga Law tt* W 

One 1068 -10 1070 1057 3274 48.942 

Kar 1062 -10 1097 1084 4®B 50)75 

Hay 1111 -8 1118 1106 509 23979 

JU 1129 -8 1136 1125 699 8,993 

Sap 1146 -10 1150 1140 475 18966 

On 1158 -9 1162 1154 1955 X232 

ToW 12,170181531 

■ COCOA CSCE 110 tomes Srioorwe) 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME (4Q,Q0CBbs; cmtafBn) 

Sett Onfl .. 00W • 

Price annus Msh lew VU M 
Oct 68950+0.700 69950 68.050 2.472 1238 

Doc 87.475 +0825 675D0 6652514216 4)979 

Ml 69.125+0375 69200 685m 4980 20984 

Apr 72500+0.175 72.775 7Z300 1,726 11428 

Jnn 70.450+0950 70.525 70.000 1957 9289 

Any 70200+0 2m 70.400 70950 339 2998 

ToW Z4275 86987 

■ LEAN HOGS CME (40.000tos; centsflbs) 


80813 401940 w 


Dec 

1393 

-6 

1812 

158912037 36089 

Dac 

80075+0.400 60050 60300 3,938 

20003 

Har 

1831 

-8 

1848 

1628 4473 27036 

Feta 

61075+0000 61.750 81000 1030 

8055 

Mag 

1661 

-8 

1669 

1650 1051 12082 

Apr 

58.775 +0050 59000 58750 

551 

3041 

Ad 

1671 

-8 

1679 

1674 208 3033 

J» 

66.100+0000 66.400 65.73) 

199 

1089 

Sap 

1691 

-a 

1698 

1693 20 4,784 

JH 

64000+0350 64.800 64000 

11 

957 

Dw 

1710 

-8 

1717 

1713 139 9024 

Aug 

63- BOO +0300 63000 63050 

28 

230 

Total 




15,7671060% 

Tatar 


*543 

36082 

■ COCOA OCCO) (SDR'o/tonno) 

■ PORK BFUffS CME (4O.0Q0Q3K cenbi/Bte) 

Del 21 



Price Pm*, day 

Feb 

63.600+1000 64050 82000 1 096 

6088 

Drty 


1253.80 1274.16 

Mar 

63.475 +1.175 63750 62300 

226 

907 

■ COFFEE UFFE (5 tonnes SAonne) 

Mv 

63000+0000 64.300 63200 

68 

213 






JH 

84000 +0.600 64000 83000 

34 

130 

Mo* 

1500 

♦55 

1501 

1460 1.432 10055 

Aog 

82325 +1.450 63500 82300 

1 

13 

Jan 

1513 

+55 

1515 

1475 3088 22,147 

TaW 



7073 


■ BARLEY LUTE <100 tomes C per tonne) 

■re 76.00 - 77.00 7790 X 538 

jaa aam +aia mu» bo.oo ts 1228 

■nr 82.40 - 301 

Hay 8425 23 

Sap 83.m 8 

ToW 137 2,185 

■ SOYABEANS 081 B9Wiu rrtto; caittBOfa burial 

Nor 89825 +32 704.50 00450 37.791 70957 

JK 704.75 *42 71090 BB790 12297 46274 

Har 71125 +4.75 71820 70890 4933 19961 

May 720.75 +7 72420 71175 1,389 14230 

Jut 727.50 +6.75 73190 72390 1204 13.194 

Aug 72190 +62 72890 72290 12 478 

ToW 57230 172932 

■ SOYABEAN OIL CBT (60,000foo: oanta/tt)| 

Oct 24.95 +0.35 2420 2484 484 389 

DM 2527 +0.37 25.40 2427 9.989 56995 

J» 2144 +022 2527 2520 1931 22.830 

Har 2590 +029 25.75 2521 1.106 11.704 

May 2177 +0.37 2180 25. BQ 931 7,663 

JU 2180 +028 2595 2570 280 1192 

TOW 14902 106329 

■ SOYABEAN NEAL CBT {100 tons SAon) 


1520 +50 1520 1485 958 6906 

1527 +49 1522 14% 397 1®2 

1535 +47 1534 1521 54 507 

1545 +47 - - ZZS 

1430 41982 

X •C CSCE (37,500bK,- crertsJtaJ 


Dec 

15000 

- 152.50 148.75 3020 11034 

Uv 

14000 

-050 14105 13950 1014 

8,040 

UV 

136.40 

-000 13800 13805 

283 

2,433 

JU 

133.00 

-1.00 134.75 13100 

183 

2050 

Sap 

12900 

-005 13100 12950 

88 

762 

Sec 

126.06 

♦030 12700 12600 

B7 

681 

ToW 



5036 Z0O7 


Oct 

2270 

+2 

2275 

2250 

2017 

771 

Dac 

2211 

+03 

2210 

2225 13.172 45,147 

Jan 

2979 

- 

2253 

2220 

2.777 21042 

■ar 

220.4 

+1 

222.8 

2200 

1051 

194*5 

MW 

2190 

+00 

2220 

2190 

1.7)2 

15.935 

Jtd 

221.7 

+13 

2217 

2210 

894 

11020 

ToW 





2309511^495 

■ POTATOES UFFE (210 tonnes; E par tonne) 

Bov 

320 

+20 

- 

_ 

_ 

6 

Kar 

840 

+10 

- 

_ 

_ 

_ 

AW 

119.0 

+30 

12D0 

1180 

72 

1,128 

■UV 

1290 

+30 

- 

- 

_ 

22 

Jem 

13S.0 

+00 

- 

_ 

_ 

- 

TOW 





72 

1,156 

m FBEK&fT rSIFFEX) UFFE tflGAndox pcVrrf) 

Oct 

1325 

-5 

1330 

1322 

34 

819 

MV 

1405 

- 

1415 

1392 

86 

613 

Dec 

1430 

- 

1430 

1430 

12 

101 

J» 

1430 

-10 

1430 

1430 

22 

840 

Apr 

1450 

- 

1450 

1440 

30 

317 

TeW 

Qaae 

■far 



US 

2.780 

IR 

133B 

1336 






pRroy az. 

USC43 eqtW. 


Latest Dart 



Open 

904.45 

497.00 


eric* donga WgO 

UW 

Vol U 

30700 

500.75 

On 

8000 

+IJ2 

6100 

58.70 12322 240(6 

311.10 

50400 

On 

6040 

+104 

8055 

5800 

5085 23016 

31700 

511-70 

Jaa 

8030 

+1 M 

6000 

5025 

1048 16,432 

S price 

E equlv. 

FM 

8070 

+1.52 

6070 

5900 

113 7083 

327-329 

200-202 

Mar 

8000 

+1.17 

6090 

8000 

6SB 5,407 

. 

- 

Apr 

62.95 

+067 

6200 

8200 

782 4,441 

7S-7B 

*6-48 

ToW 
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PULP AND PAPER 

■ PULPEX COAX {36; 24 air dry tons) 

Srit On/* Opan 

price change Hgfa Low Vd fat 
liar 59990 +1.00 59990 599.00 40 325 

ToW 


FUTURES DATA 

AK flituns data support by CMS. 


Mfmw nwtals titan MsW BuflWn 
European free marie*. S per lb in ware- 
house. unfaaa Otharwbe stated {brackets 
where changed). Antimony: 9895%, S per 
tonne, 1.850-1 920 tl.BfiO-19201. Bfamuttc 
min. 99,9996. tome tots 130-3.50. Cad- 
mium n*u 99-86%. cards a pound, 4090- 
50.00 Cobalt: MB free market, min. 
909%, 2100-2160: rnto. 909%. 1720- 
18.30 (1790-18.50). Mrewnys min. 
6999 %, $ par 76 tb Saak, 140-151 Mofyfc- 
danum: 390-490 (4vi0-495). Selenium; 
mto 092%, 900-3.00. Tunssten ore: stan- 
dard min. 85%. $ pw w*e *lt (lOkd 
WO» OF, 40-41 Vaaaffium: mto. 98%. 
CiF, 4.12-4.22 (4.08-4.12). Uranium: 

unrestricted exchange vaiua, B90. 


■ COFFEE |)CO) [US CenlaTpound) 

Oct 21 Prre. day 

Comp- <Wy 114.35 11502 

15 day average ... 124.20 12491 

■ WWTE SUGAR UFFE {50 tonnes; SAponq? 

Dec 3006 -1.1 3006 300.2 170 9357 

Mar 3018 -15 3065 3062 166 16,157 

Hay 311.7 -1.1 3115 3115 50 2.903 

Am 3110 -1.8 315-2 315.0 12 226* 

Oct 31Z5 -05 3140 314-0 2 1027 

Dec 3152 -1.1 3110 3110 20 1 24 

ToW 3,146 35224 

■ SUGAR MV CSCE (112.Q00toS; centsObs) 

Mar 11.73 -001 11.79 11.71 6J35 811» 

Hay 11.75 - 11.79 11.71 1.166 25011 

M 1103 -002 11.68 1100 737 19,107 

Oct 1102 -009 11.58 11.49 905 17013 

Mar 11.47 -005 1152 n.43 596 4.469 

May 1146 -004 11.45 11.40 130 343 

Total 1031B154JE4 

■ COTTON NYCE (SO.OOOton: renta/lbs) 

Dec 7205 +0.17 72.75 710514.4% 40266 
Mar 7309 +0.18 74.m 7305 2,111 16.695 

May 7459 +017 74,85 74)5 593 1742 

JH 7137 +0.16 7170 7500 460 8.229 

Oct 7628 —0.17 7550 76.30 20 810 

Dee 78.45 -O.IO 7855 7805 1011 9030 

ToW 19050 S2083 

■ ORANGE JUK^ NYCE (ISJOOte; centg/Btf 

■w 6905 +0.75 70.10 6805 678 10074 

Jaa 73.10 +0.70 7140 7Z00 1221 10511 

Mar 7140 +005 7606 7500 262 8054 

May 7900 +005 7900 7805 IS 2253 

Jni 8200 +005 - - 27 1031 

Sep 8500 +005 - - 70 388 

TOW 2013 40055 


VOLUME DATA 

Open interest and Volume data shown for 
contracts traded on COMEX. NYMEX. CBT. 
NYCE CME CSCE end IPE Crude Oil am 
one day in arreas. Volume 1 Open Mere* 

Mate are tar afl waded months. 

INDICES 

■ Beutare (Base: 18W31 = 100) 

Oct 22 Oct 21 month ago year ago 
18480 1B49.8 18800 18600 

■ CRB Patures (Base 1887 = 100) 

Oct 21 Oct 20 month ago yur ago 
243.77 24339 

■ QSCt Spot (Base: 1870 - 100) 

Oct Sri Oct 20 month ego year ago 
20808 206.56 197.83 21108 


LIB WAREHOUSE STOCKS Pbhmn] 


AtumtoMn 

-as 

to 

742060 

AtomMum s*oy 

+800 

to 

46.580 

^TP 1- 

226 

» 

337.135 

Load 

-375 

to 


NtefceJ 

+12 

to 

64088 

zinc 

+1025 

to 

467000 

Tin 

-400 

to 

9070 


LONDON TRADED OPTIONS 

SMm price S tome — Cotta — — Pots — 

■ ALUMINIUM 

(99.7%) LME Dec Mar Dec Mar 

1575 100 133 8 22 

1600 35 71 42 58 

1825 7 32 114 117 

■ COPPER 

(Grade A] LME Dec Mar Dec Mar 

2000 1ZZ 15Z 23 54 

2100 61 98 82 97 

2200 25 58 125 156 

■ COFFEE UFFE Jan Mar Jan Mar 

1550 80 100 B7 130 

1600 45 62 132 162 

1650 34 68 171 1S8 

■ COCOA UFFE Dec Mar Dec Mar 

1100 19 61 53 68 

1125 12 50 71 83 

1150 8 41 92 99 

■ BO ENT CRUDE 

IPE Nov Dec Nov Dec 

1950 25 

2000 77 106 - 74 

2050 48 78 - - 

LONDON SPOT MARKETS 

■ CRUDE OIL FOB (par barrel) +or- 

Dubel SI 9.31-9 -3 7w +0.485 

Brent Bkncf (dated) S1907-B09 +055 

Brent Blend (Dee) S2O3O-0.32 +000 

W.T.L 521.43-1 -47Yr +060 

■ OIL PRODUCTS HWE prompt datoay CT (town) 

ftsrrtum Gssafine 5210-212 *2 

Gas Oi £183-186 +20 

Heavy Fud cm Sim -103 +1 

NeptWte Si 94-195 +1 

Jet toe! 3200-201 +3 

Dfesel SI 92-185 +20 

■ NATURAL GAS (Pencertherrn) 

Beeton (Nov) 13.40-1300 +0.075 

ArfnXeicn Argus. Tt*. London (0171) 360 8793 

■ OTHER 

Gold (per troy oz)A S322.40 -005 

88 wr (per troy Ca>$ 497.00c +1.00 

ffiattoun (her troy mi) &1220O -200 

Ptfladlum (per troy oz.) $20200 -400 

Copper 100.0c 

Lead (US pitxL) 45.00c 

Tin QCbata Lumpur} IfiiBr 

Tto (New Yorty 257.5 +1.00 

Osffia (Bin wrigM) S402p -0.73* 

Sheep (Svn vret^it) 1O105p - 502 * 

Pigs (tow weighp} 74.59p - 7 ^- 

Lixl day sugar (raw) $27100 -400 

Lon. day sugar (wre) $29500 -100 

Barley (Eng. toad) Unq 

Mata (US No3 YflBow) $10900 

Wheat (US Dark Norm) Uoq 

Rubtw (Ncwlf STOQp 

Rubber (Dee)? S7.00p 

Rubber (KLRSS Not) 283^fe *100 

Coconut OR (PtiSfi 00002 -120 

Palm 08 (VfafayJS 5iS0z 

Copra (Phfl)| S41O0 

Soyebeens (US) 2100 

Cotton OuttooW index 7700c 

Woohops (64 e Supet) 428p 

etes. Change on wo* T&rad on 13 S 1 tow Sp «b 


Australian coal 
industry under fire 


below that in the US. 


mines is up to 37 per cent 
by high staffing. 


In 1996, some 138m tonnes were Africa 

of AS7.8bn. Its main competitors are the US. South Am 
and Canada, although low-wage operations in China and 
Indonesia ar* aJso applying 

■ EUROPEAN ALUMINIUM 

Federation warns on energy tax 

The European al uminium industry would be badly dam- 
aged if energy taxation was introduced at the ^tespro- 
posed by the European Commission warned John Spetrs, 
president of the UK Aluminium Federation (Alfed). last 
night Aluminium smelting in the UK would baveto close 
down with the loss of 1,300 direct and 5.000 indirect jobs. 
There would be a loss of 238.000 tonnes of annual Primary 
aluminium production at four plants in Scotland, Wales 
and Northumberland and a balance of payments deficit of 
£238m for the UK economy. • 

This was the key message the federation would be com- 
municating to UK members of the European parliament 

in two weeks time, Mr Speirs said at Alfed's annual din- 
ner. It would argue that the aluminium industry should 
be exempt from any energy taxation, he said. 

In a briefing paper, the federation suggests the EU alu- 
minium Industry already bears a high cost for environ- 
mental protection equipment in order to comply with leg- 
islation which is generally the most stringent in the 
world. “Very efficient UK smelters would close and ineffi- 
cient polluting smelters in other parts of the world would 
flourish. The net result would be a worse environmental 
situation on a global scale." Kenneth Gooding 



CROSSWORD 

No. 9,513 Set by ARMONIE 



ACROSS 

1 Report finding second 

Pirate in river (8} 

5 The curse of an ancient city 
(8) 

9 Former president's author- 
ised to be outspoken (8) 

10 Shelter for a year in a 
hovel (6) 

11 Disciplinarian catching one 
m fair trap (8) 

12 Rags noticed when touring 
Poland (g) 

14 Rush round the street 
where unscrupulous riders 

might be (5,5) 

18 Jn crew cuddling 

redhead? Exactly! (ss) 

22 It holds new, ngSr aal i 
container (2-4) 

23 Poles arrest modern trollop 

wrecked 

25 Meat fa a barrow is slip- 
ping away (8) , 

26 Rated fitfully in ^ ^ 

solitude (6) ^ "■ 

27 15 stuffe * with 
Pram, oxygen resistant 
material (8) 

DOWN 

1 Imagined cooked meat sus- 

doctor (6) 

2 European accepting riding 
Is ma g n ific ent (g) 

3 Cultivatin' fruit (6) 


4 Union supporter trips in. />' 
British Museum. Help. 4s 
needed (10) ' > ,r. . y.v 

6 He holds .la^e.fastnnnsit;.' I 

^rtiich may be \tdased -hi' " .'■'t'-I 
the garden (8) : • 

7 Mssfle covered ta'rejp6rl<E0 ; o ? 

8 ” rQ P QS ^ ‘ one ; Mipporting; - - ■- 
ministry fa menu fo 'Y - .X- *. • 

13 Permits to. tour tfafr J -.. y 
rium on first at NoOTjrfafcr' ;! 
(3-7) 

15 Employers’" - 
tavfag to fitted®^ V.-ir - 

18 Note anxiety r - . 

17 A vessel (toe&r^stSsax.tdxfai-' 

totflt (8) - r- 

18 A band'e^oatthfem Kran- tey-:. 
m Posh. 

21 ^^ de ^ c ® ni ® lt 

■[3TTjA| W |n| •- 
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LONDON STOCK EXCHANGE 


HK worries send tremors across UK equities 


FINANCIAL TIMES THURSDAY OCTOBER 23 1997 
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MARKETS REPORT 


By Steve Thompson, 

UK Stock Market Ecfitor 

An early promising: performance 
by leaders on the London equity 
market was reversed yesterday. 
The market was damaged by the 
prolonged weakness of the Hong 
Kong stock mar ket and. continu- 
ing uncertainty about the UK’s 
approach to European Monetary 
Union. 

The slide was generally con- 
fined to the leaders, however. 
The FTSE SmallCap index put in 
another sound showing, hitting 
an all-time intra-day high In mid- 
morning. before slipping back. 


The market's second-liners, 
represented by the FTSE 250 
index, were never really troubled 
and edged higher during the 
morning before coining off to 
close narrowly lower on balance 
as the market drew to a close. 

Hong Kong's latest slide - it 
dropped another 6.2 per cent yes- 
terday to extend the fall over the 
past three sessions to IS per cent 
- took some time to affect a mar- 
ket initially lifted by Wall 
Street's scintillating performance 
overnight. The Dow Jones Indus- 
trial Average shot up 139 points 
on Tuesday. 

However. Wall Street retreated 
heavily yesterday, and posted a 
65 points plus fall within 


an hoar of London's close. 

The sudden change in senti- 
ment was a shock to traders, who 
were just getting to grips with 
the new order-driven trading sys- 
tem introduced on Monday. 

“Everything was going fine, 
and suddenly we had to cope 
with a flurry of sell orders, which 
included some slightly irresponsi- 
bly incorrect numbers and which 
caused lots of problems, disturb- 
ing market sentiment," said one 
dealer. 

News that China Telecom's 
debut on Wall Street was disap- 
pointing, kicking off at a dis- 
count to its issue price, caused 
further ripples of unease across 
London, which expects the 


shares to have a difficult start in 
Hong Kong this morning. 

Steep afternoon declines In the 
market were in stark contrast to 
the morning session, when share 
prices across European markets 
moto red ah ead. 

The FTSE 100 index closed the 
session a net 77.1 down at 5,148.8. 
having dropped more than 100 
points at worst. In mid-afternoon, 
when Wall Street was enduring 
some heavy selling. 

The FTSE 250 settled 2.0 off at 
4,916.6, having reached a session 
best of 4,933.3 in mid-morning, 
while the FTSE SmallCap closed 
3.3 ahead at 2.405.4, having bit an 
intra-day peak of 2,407.4. 

Early trading was encouraged 


by a firm gilts market, after a 
bigger than expected fall in retail 
sales last month. 

Sales dropped 1.9 per cent, fur- 
ther than tfru consensus forecast 
of 0.4 per cent, itself expected to 
calm fears that UK Interest rates 
may be lifted in the next couple 
of months. 

Hong Kong-induced nerves 
drove HSBC, Cable & Wireless 
and Standard Chartered sharply 
lower. Falls in those three stocks, 
the most Hong Kong sensitive in 
the market, accounted for a quar- 
ter of the fall in the FTSE 100. 
Turnover in equities ex panded to 
801.8m shares, with non-FTSE 100 
stocks accounting for 51 per cent 
of the total 
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Indices and ratios 

FTSE 100 514&8 

FTSE 250 4016.6 

FTSE 350 2487.7 

FTSE All-Share 2433S2 

FTSE Afl-Sharo yield 330 

Beat p ai fuM i iin g sect o rs 

1 Health Care 1 

2 Life As em a n oe 

3 Transport — 

4 Food Producers 

5 Gas Distribution , 


FT 30 3408.8 

FTSE Non-Hns p/e 20-57 

FTSETOOFUt Dec 5164.0 - 

10 yr Gat yield 6.68 

Long gat/equlty ytd ratio 2JJB 

Worst performing sectors 

1 Extractive Industries 

z Insurance 

3 Pharmaceuticals 

4 Banks: Retail 

5 CMt integrated 


Double 
hit for 
C& W 


There was no hiding place 
for Cable & Wireless as con- 
cerns over fresh turmoil In 
the Hong Kong market - 
which yesterday fell by 6 per 
cent - sent shares in the UK 
group tumbling. 

Cable & Wireless has a 53 
per cent stake in Hong Kong 
Telecom, which last year 
contributed around 62 per 
cent of the group's operating 
profits. 

Sentiment was further 
weakened by the initial poor 
performance of China Tele- 
com. which came to the mar- 
ket yesterday and whose 
American Depository 
Receipts opened below their 
offer price on the New York 
mar ket 

The stock, which in July 
hit its all-time high of 6l6p. 
yesterday lost another 27 or 
5.2 per cent to 490p, in busy 
trade of 12m. 

James Ross at ABN Amro 
Hoare Govett. the group's 
broker, said: T don't think 
this fall is justified. Hong 
Kong Telecom is a different 
business to China Telecom 
in terms of its earnings mix. 
and It is valued on a more 
conservative basis. I think 
the shares look good value 
at these depressed levels." 

Cable & Wireless was not 
alone among Hong Kong-re- 
lated stocks on the slide. 
Banking group HSBC, the 
biggest company by capital- 
isation on the London mar- 


ket was another casualty of 
the concern over the far 
eastern markets. The Hong 
Kong dollar shares fell 98 to 
£16.80 to make it the worst 
performer in the FTSE 100. 
The shares have now fallen 
by more than 20 per cent 
since hitting their peak of 
£22.53 in August 

Also down was Standard 
Chartered where the shares 
declined 30 to 7l6p. 

The sharp falls In the 
three Hong Kong-sensitive 
stocks accounted for 19.5 
Footsie points, or 25 per cent 
of the day’s decline on the 
leading index. 

Carlton Communications 
headed the Footsie perfor- 
mance chart as investors 
began to anticipate a pre- 
results rally. 

The shares have been 
under pressure since the 
summer, partly as a result of 
the arrival of Channel 5. 
which has diluted advertis- 
ing revenues. 

By yesterday they had 
underperformed the FTSE 
All Share index by 20 per 
cent over the past 12 months 
and also missed the recent 
rally of its sector rivals. 

However. Carlton told its 
story to fund managers at a 
wide-ranging conference 
hosted by Panmure Gordon 
late last week. And It dis- 
cussed British Digital Broad- 
casting, the commercial digi- 
tal terrestrial television 
company due to launch at 
least 15 television channels 
next year. The European 
Commission is expected to 
give its final approval for the 
BDB licence over the next 
Few weeks. 

Also. Carlton is the only 
Footsie media company to 
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report before Christmas and 
has tended to have a run-up 
ahead of the figures. The 
shares closed 22 higher at 
534p. 

A profit warning from Boe- 
ing led to mark-downs across 
the UK engineering sector in 
what analysts described as a 
kneejerk reaction that hit 
leading stocks exposed to the 
aerospace industry. 

Rolls-Royce fell 10 to 
225'/sp in brisk volume of 5m 
on fears for its engine 
orders. 

Other sufferers included 
TL off 29 before recovering 
to close down 14 at 594p. 
BAe was down 23 to £16.60 in 
volume of 1.5m and Smiths 
Industries 25 to 885p. 

However, the mark-downs 
were sector-wide rather than 
specific to individual shares 
and there were suggestions 
that further analysis would 
bring some alteration to 
profit forecasts that would. 


in turn, see some shares 
rebound. 

Barnaby Wiener, analyst 
at Merrill Lynch, said: “Brit- 
ish Aerospace may well ben- 
efit from the troubles at Boe- 
ing. But Rolls-Royce may be 
suffering the same problems 
as Boeing." 

One of the bigger falls in 
the Footsie was sustained by 
BMC, which dropped 80 
before recovering to close off 
43 at 907p. The price showed 
extreme volatility during the 
day on very thin volume. 
However, there was said to 
be no fundamental news 
driving the stock. 

Elsewhere in building- 
related stocks, Wolseley suf- 
fered profit-taking after its 
strong results this week. 
Although analysts continued 
to make positive comments 
on the company, the stock 
spent much of the day in 
negative territory before 
recovering to close up 7 at 


FT 30 INDEX 

Oct 22 Oct 21 Oct 20 Oct 17 Pel IB Vr ago High lo* 

FT 30 34086 3416.1 34112 342 32 3430.3 28316 3*303 2668.8 

Old. dv. yWd 3.38 133 332 331 339 4.01 432 339 

P/E ratio net 21.85 22.10 22.14 2235 22.33 17.19 2233 15.80 

P/E ratio ni 21-55 21.80 2164 21.94 22.02 17.03 2202 15.71 

ft » nm*m«L hgh jcioj ivioOT: «w **a zatBMa Baa Da* 1/7/35. 

FT 30 hourly charges 

Open 9 lQ 0 1060 1160 1200 1300 1400 1500 1800 High Low 
3415a 3430.7 34263 34158 34138 33968 33968 33784 33733 34403 33573 
Oct 22 Oct 21 Oct 20 Oct 17 Oct 16 Vr ago 

SEAQ bargains 59,954 49.174 56.447 48.742 48.010 35.4S4 

Equity turnover (Em)t - NA NA 28883 2960.7 16302 

Equity bargakat - NA NA 48,446 47,197 29323 

Shares traded (rrifl- NA NA 8078 8388 5088 

tfaduttng irflnwnarfcet and eraaare tunower but InduA^ Oral turnover. 

C FTSE h n a m a bon tt UrWtod 1897. Al rtgftts raaarvecL Tor 1087. 
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Soma 1,462 I Puts 8899 
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522p in volume of less than 
lm traded. 

Yesterday. Howard Proctor 
at SocGen upgraded his 
stance on the stock from 
•‘sen” to “reduce". He told 
clients: “With earnings 
growth set to be no better 
than pedestrian from here 
on, the 30 per cent premium 
wit hin the sector looks 
stretched." He has upgraded 
his current year forecast by 
£6m to £279m. 

Gary Hobbs at NatWest 
has told clients the stock 
stands at a 10 per cent dis- 
count to the market far 1999, 
“a rating which fails to 
reflect the company's inher- 
ent quality”. 

Mirror Group surprised 
the market with revised 
terms for its bid to acquire 
Midland Independent News- 
papers, the regional group 
that owns the Birmingham 
Post 

The cash offer remained 
stable at 210p plus dividends 
but the partial paper alterna- 
tive of one Mirror share for 
one Midland was raised to 11 
Mirror shares for 10 Midi and. 
Mirror was immediately 
marked down by 7% to 212p 
while Midland lifted 7 to 
2l7y,p. 

WPP, the world’s largest 
advertising group, consoli- 
dated earlier strength as it 
announced strong third- 
quarter figures which 
reflected a 12 per cent reve- 
nue boost before currency 
shifts and a 4 per cent gain 
afterwards. On Monday, the 
shares rose sharply after it 
was announced that Scudder 
Stevens & Clark, the US 
fond manager, had bought a 
4 per cent stake. Yesterday, 
they were steady at 288%p. ' 

Encouraging si gnals from 
the industry's principal US 
conference helped Scottish 
Hydro to gain &Vi at 452p. 

Centrica held firm as the 
stock benefited from a bull- 
ish recommendation by Nat- 
West Securities. 

NatWest said Centrica 
should be able to return up 


to £500m to shareholders 
next year in a buy-back or 
special dividend. And. if the 
cash was paid out as divi- 
dend. it would be worth up 
to 12p a share. The broker 
raised its share valnation 
from a marlmiiTn 98p to 
I23p. The shares hardened to 

asp. 

BG attracted Income-fund 
buying partly because of its 
resilience to strong shifts of 
sterling against the D-Mark, 
and the recent resolution of 
its regulatory worries. The 
shares hardened a penny to 
276'Ap. 

Norwich Union gained 5 to 
350p when it said new life 
regular premiums for the 
nine months to September 
ro6e 16 per cent to £81m 
from £70m a year ago. 
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FINANCIAL TIMES THURSDAY OCTOBER 23 1997 


Highs & Lows shown on a 52 week basis 
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FINANCIAL TIMES 


WORLD STOCK MARKETS 

Asian markets continue to take a battering 


WORLD OVERVIEW 


By Simon Davies 

Not even a 139 point 
overnight rise in the US’s 
Dow Jones Industrie] Aver* 
age could spark a recovery 
in south-east Asia's battered 
stock markets, although it 
provided initial support in 
Europe. 

Hong Kong was once a gain 
the biggest casualty, 
reflecting continuing fears 
over the impact of the rising 
short-term interest rates nec- 
essary to support the Hong 
Kong dollar. The Hang Seng 
index fell 765.33 to 11,637.77. 
leaving it down 23 per cent 
this month. 
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Hong Kong equities have 
been likened to a geared 
investment on the US inter- 
est rate cycle, since the 
Hong Kong dollar peg to the 
US dollar meant companies 
could borrow at US rates and 


get Asian-style returns. How- 
ever, pressure on the Hong 
Kong dollar pushed three- 
month interest rates 9 per 
cent higher than in the US 
last night This la damaging 
for both the banking and 


property sectors, which 
make up the bulk of the 
Hang Seng index. 

James Montier, global 
strategist at Nat West Mar- 
kets, said: “There is a risk 
that the collapse becomes 
self-fulfilling. People sell 
their equities and take the 
money out of Hong Kong, 
which pushes up interest 
rates to support the cur- 
rency, and that sparks a sec- 
ond wave of selling in the 
stock market” 

Elsewhere in the region, 
the continuing political 
uncertainty in Thailand and 
a disappointing Malaysian 
budget continued to take 
their ton and economists are 
beginning to talk of outright 


recession in the ASEAN 
region. 

The KLSE composite index 
in Malaysia fell almost 4 per 
cent after the ringgit- lost 
even more ground against 
the dollar. Shares in Indon- 
esia and Singapore also con- 
tinued to tumble. Mr Mon- 
tier warned that several of 
the eastern European econo- 
mies could also be vulnera- 
ble to the currency conta- 
gion that has dogged Asia’s 


However, north-east Asian 
markets saw a bounce. 
Japan's Nikkei 225 average 
registered its first rise in five 
days, gaining 3 per cent, 
while South Korea's Kospi 
composite gained 6 per cent 


In Europe, markets 
responded favourably to the 
overnight performance in 
the US. but edged lower after 
New York’s weaker opening. 
Strategists expect little 
knock-on effects from the 
Pacific rim, although prod- 
uct price deflation in Asia 
could be exported and dam- 
age competitors worldwide. 

Nonetheless. Philip lsher- 
wood, pan-European strate- 
gist at Klein wort Benson, 
said: “If Hong Kong is 
inrpiftrtiwff because of capital 
flowing out, that capital has 
got to go somewhere. The 
assumption has to be that it 
will prop up US asset prices, 
and it should follow through 
into Europe.” 


Dow slides 
on negative 
earnings 


Profit-taking hits Frankfurt 


FTSE 


It was a down morning on 
Wall Street, with shares in 
Boeing and Allied Signal 
falling more than 7 per cent 
after both companies sur- 
prised the market with nega- 
tive releases, writes John 
Lobote in New York. 

The Dow Jones Industrial 
Average was 48.14 lower by 
early afternoon at 8,011 J57, 
with Boeing and Allied Sig- 
nal, both Dow stocks, doing 
most of the damag e 

Allied Signal missed third- 
quarter earnings estimates 
for the first time in six 
years. Allied shares lost $3% 
to $40% on the news. Boeing 
warned that third-quarter 
figures, due later this week, 
would be hit by a charge 
brought on by production 
delays. Its shares tumbled 8 
per cent or $4ft to $49%. 

In contrast to these two, 
3M got a morning boost from 
a Goldman Sachs upgrade 
after the company reported 
earnings one cent above 
expectations. 3M’s shares 
rose $4 S3 to $99%. 

Most sectors traded lower. 
The Standard & Poor’s 500 
index fell 3.98 to 96852 while 
the Nasdaq composite index 
came off 4.14 to 1, 708.40. The 
Russell 2000 index of small 
company shares showed 
greater resilience, easing by 
less than two points to 
457.72. 

After rising sharply on 
Tuesday, Netscape Commu- 
nications lost $2ft or more 
than 6 per cent to $37% after 
an analyst downgraded the 
stock. Microsoft, which led 
the technology sector higher 
on Tuesday, fell $1}J to 
$136*3. 

Banking shares moved 


lower as bond prices fell 
slightly. By midday the 
benchmark long bond was 
off A. lifting the yield to 
6.419 per cent. 

Corestates Financial lost 
more than 4 per cent or $3{$ 
to $76% after Mellon Bank 
announced that it would not 
raise its $18bn bid for the 
company. Mellon's shares 
rose on the news, gaining 
$1A to $58*. 

Shares in telecoms com- 
pany Bell Atlantic rose $2* 
to $84H on better than expec- 
ted pre-merger earnings of 
$1.25 per share. US Airways 
lost $1% to $49% on news of 
third-quarter earnings and a 
plan to buy aircraft engines. 

TORONTO ended the 
morning session little 
changed with steady gains 
for golds and selected lead- 
ers offset by profit-taking 
among the banks, which 
streamed uniformly lower. 
At noon, the 300 composite 
index was down 3.27 at 
7,134.00. 

The rally among bank 
shares showed clear signs of 
r unning out of Steam. “It’S 
profit-taking time right 
now,” said one broker. 
Toronto- Do min ion Bank 
retreated 45 cents to C$49.80 
and Bank of Montreal came 
off 60 cents to C$59.60. 

Barrlck Gold jumped 70 
cents to C$3250 after unveil- 
ing third-quarter results 
which scotched talk of slug- 
gish output with a reaffirma- 
tion that the mining giant 
was on target to meet its 
production goals this year. 
Placer Dome added 75 cents 
to C$26.00. 

Alcan Aluminium rase 40 
cents to C$456.40 and Sea- 
gram gained 85 cents to 
C$51.75. 


A brig ht start in 
FRANKFURT was quickly 
snuffed out as traders 
reflected that Tuesday's 
gains - when shares rose 25 
per cent after better-than- 
expected Inflation figures - 
might have been overdone. 

The Ibis-indicated DAX 
index breached the 4,200 
level at the opening, rising 
to a high of 4.235.88 after 
comments by Otmar Issing, 
the Bundesbank’s chief econ- 
omist, seemed to confirm 
hopes that the central bank 
would leave interest rates 
unchanged today. 

However, shares later fell 
back as dealers reflected 
that there was no fresh good 
news in the market, and the 
decline was accentuated by a 
weakening dollar. The index 
cam e off over lunchtime, 
ending down 47.61 at 4,124.86 
in moderate volume. 

SAP was in favour, rising 
DM2020 to DM500 after the 
software company unveiled 
sparkling third-quarter fig- 
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ended 258 lower at 599.42. 

Tabacalera, the tobacco 
group, saw its shares drop 
Pta200 to PtalO.TOO after it 
said it was investigating a 
possible allianrw with Seita 
of France. Investors had 
marked the shares up by 10 
per cent since Monday on 
hopes of a deal and were dis- 
appointed by the vagueness 
of the statement 
MILAN started out in a 
record-setting mood as gov- 
ernment bonds surged, with 
the MQrteL index touching a 
new intra-day all-time high 
at 16,194 before sliding back 
to close at 15,997, down 26. 

Telecom Italia ended just 
L9 better at L11.628 after 
touching L11.810 on rumours 
that the privatisation offer 
was fully subscribed after 
just two days. Flat, which 
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Mexico City slips 


MEXICO CITY tracked Wall 
Street through most of the 
morning session, with the 
IPC index slipping 4025 to 
5,329.23 at midsession. Index 
heavyweight Telmex came 
off 20 centavos to 2050 pesos 
as investors took a negative 
view erf the telecom giant’s 
weak third-quarter earnings. 
In contrast, media group TV 
Azteca posted strong earn- 
ings and the shares jumped 
55 centavos to 4255 pesos. 

SAO PAULO was also dull 
in early trade. There was 
said to be signs of profit- 
taking after the recent rally 


which by the close on Tues- 
day had driven share prices 
up to a 59-session high. At 
midsession yesterday, the 
Bo vespa index was off 157 or 
12 per cent at 12,859. 

SANTIAGO moved higher, 
helped by a rally for power 
group Enersis, up 3.00 pesos 
at 281.0 pesos. The IPSA 
index was up 155 or 1.1 per 
cent at 12259 at midsession. 

CARACAS pushed higher 
in what dealers described as 
thinnish trading volume. By 
midsession, the IBC index 
was 113.25 ahead at 
10,73758. 


ures and upped its sales fore- 
cast for the year as a whole. 
BZW lifted its share price 
target to DM640 from DM540. 

Motor stocks were in the 
spotlight as Volkswagen 
pasted early gains after 
reporting third-quarter sales 
up 8.9 per cent. The shares 
rose as high as DM1,200 
before settling back at 
DM1,184, up DM35.50. Deal- 
ers said VW was still bask- 
ing in the news that Lower 
Saxony is, after all, to back 
next month's DMTbn capital- 
raising. BMW was up DM20 
at DM1,392 after its third- 
quarter results. 

PARIS gave up initial 
gains to drift lower in late 
trading. Motors stayed 
strong, but volume was on 
the notional side and In the 
end weaker bonds and the 
dull start on Wall Street held 
sway, sending the CAC 40 
index down 3153 to 2558.06. 

Dealers said there was 
some support from Morgan 
Stanley's decision to go over- 
weight on France for the 


first time in 18 months, 
mostly at Germany's 
expense. The dollar was 
steady, but bond futures 
edged lower and the mood 
was further checked by the 
weak opening for US equi- 
ties. 

Valeo jumped FFr15 or 3-9 
per cent to FFr401 and Peug- 
eot was up FFr9 at FFr783. 
Michelin added FFr5.70 to 
FFr356.70 as brokers turned 
more positive cm the motors 
sector following recent 
underperformance. Among 
banks, BNP gained FFr350 
to FFr320.10. 

Worms came off FFr6 to 
FFr601 after Artemis 
scotched hopes for an 
extended two-way takeover 
tussle by withdrawing its 
bid. AGF which, in conjunc- 
tion with Ifil of Italy, still 
has a friendly offer on the 
table, came off FFr5.80 to 
FFr318.9. 

France Telecom finned 80 
centimes to FFr21050. SGS 
Thomson, which with 
France Telecom joins the 
CAC 40 index on November 
20, gained FFr15.90 to 
FFr493.90. Tobacco group 
Seita rose FFr2.50 to 
FFr10250 on news of plans 
for a strategic alliance with 
Tabacalera of Spain. 

Rbone-Poulenc came off 
FFr7.40 to FFr256 in spite of 
a rating upgrade from Gold- 
man Sachs. 

AMSTERDAM ended just 
above its low for the session 
after a day erf relatively nar- 
row trading. The AEX index 
closed off 7.05 at 915.47. Poly- 
Gram shed 60 cents cents to 
FI U4.90 in spite of a broadly 
upbeat third-quarter results 
statement, but parent com- 
pany Philips made progress 
ahead of its quarterly 
results. These are due today 
and are widely expected to 
show a dramatic improve- 
ment The shares hardened 
FI 250 to FI 171.0. 

MADRID shed early gains 
in a lifeless market as 
buyers sat on their hands 
after Tuesday’s fireworks 
with the Endesa privatisa- 
tion. The general index 


bad been strong following a 
bullish Goldman Sachs 
report, was unable to extend 
Tuesday’s gains, ending 
unchanged at L6575. 

STOCKHOLM was given a 
boost as Ericsson powered 
yhaatf m advance of today’s 
third-quarter figures, but the 
general index finished lower, 
erasing early gains to end 
1950 down at 3J2Z38. Erics- 
son ended SKr6 higher at 
SKr374. 

ISTANBUL rose to a 
record high. Banks shares 
were strong as bond yields 
came down following the 
news that next week’s auc- 
tion was to be cot bank. The 
tmjtr National index added 
70 or 2 per cent to 3512. 

Written and edited Jeffrey 
Brown, Jonathan Ford and 
James Montgomery. 


SOUTH AFRICA 

Another strong session for 
banks helped lift the broad 
market in Johannesburg, 
where the all-share index 
ended 35.6 higher at 7,420.0 
in good volume. 

The industrial index 
gained 875 to 9,036 as cor- 
porate earnings estimates 
panto in far favourable treat- 
ment following this week’s 
official reduction for inter- 
est rates. Financials, too, 
were in demand. Golds 
drifted, with the fade* end- 
ing off 4.6 at 1,005. 
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emerging m arket focus 

Banking on the 
high 

With the turmoil in Asian 
stock markets showng 
little sign of ending, bro- 
kers are starting to look for 
defensive sectors that 
ani ght buck the downward 
trend tn share prices. 

One of the mare surpris- 
ing suggestions to emerge 
w week came in a report 
fr^ Ftemlngs, the invest- 
ment bank, saying one 
such haven could be the 

quoted gaming sector. 

Everyone knows that 
many Far Easterners love a 
flutter, as anyone who has 
been to Macao’s Lisboa 
cygmo or Hors? Kong's Sha 
Tin racecourse can attest. 

In the US and Europe 
gambling tends to be seen 
as a luxury, exposed to 
swings in the economic 
cycle. The Flemings report 
suggests Asian gaming 
could be more resilient. 

“What sets Asia apart, 
arguably, is the strong 
belief in destiny," the 
report says. “When a player 
walks into a casino, he does 
not just think in terms of 
winning and losing, hut 
strongly believes he Js fac- 
ing his destiny." 

The market, as in the 
west, is divided between 
“high rollers" - who place 
bets between $10,000 and 
$300,000 - and what is 
known as the “grind", gam- 
blers betting $5 to $50. 

Flemings argues that, 
while the grind Is vulnera- 
ble to economic contrac- 
tion, high rollers should 
remain a force. Most of 
today’s big players are from 
China, Taiwan and Hong 
Kong. These regions have 
so for escaped ASEAN-style 
devaluation, and the hope 
is that high rollers will 
descend on the casinos of 
the Philippines and Malay- 
sia to revel in their new 
spending power. 

The gaming sector is well 
represented in those mar- 
kets, where there are 10 
quoted companies with a 
combined value of more 
than $10bn. 

A typical recommenda- 
tion is Malaysian-listed 
Metroplex, whose main 
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asset is a casino at Subic 
Bay in the Philippine* This 
Is a high roller’s play- 
ground, drawing 80 per 
cent of its business- from 
Taiwan, Hong Kong and 
China. 

Fund managers agree 
that gaining stocks enjoy 
defensive charac teristi cs, 
notably financial strength 
as a result of their healthy 
t-ash flows. Seven out of roe 
10 listed Malaysian and. 
Philippines gaming stocks 
hold net cash. 

“The real attraction Is 
that you are buying a pQe 
. of cash, which is a rarity In 
Asia," says Peter Douglas 
at Aberdeen Asset Manage- 
ment Asia- “For tills alone, 
these stocks should outper- 
form.” 

But institutions are less 
convinced that high roEere 
will poor into Malaysia and 
the Philippines. “There has 
been lots of speculation 
about people coming from 
Hong Kong and Taiwan bat 
we have not yet seen that, 
happen," says a fund man- 
ager in Singapore. • . . 

Whether or not these 
defensive strengths turn 
out to be real depends in 
part an whether - at least 
so for as gambling is conr 
cemed - Asian values turn 
out to be different to west- 
ern ones. But with Asian 
stock markets likely to oan- 
tinue this year’s do wn w a rd 
trend, tin need far defen- 
sive plays should. grov^L 


Jonathan Font 


Hong Kong’s slide accelerates 


ASIA PACIFIC 


Most Asian share prices 
continued to lurch lower as 
worries about another round 
of currency turmoil sapped 
sentiment across the region. 

Hang Kong Ml 65 per cent . 
to extend its decline this 
week to 15 per cent. Malay- 
sia lost 35 per cent and the 
Philippines 3.3 per cent. 
South Korea provided the 
day’s main contrast, 
rebounding S.2 per cent 

HONG KONG fell steeply 
for the third day running, 
the Hang Seng index sliding 
785.33 to a 13-month low of 
11,637.77. Turnover was 
heavy at HK$23.6bn. 

Currency scares were the 
main depressant, sending 
financials steeply lower fol- 
lowing a rise to 12 per cent 
for inter-bank rates. The 
property sector lost 1L1 per 
cent, with Sung Hung Kai 
felling HKS7.75 to HK$6R25. 
HSBC fell HK$6.00 to 
HKS23.60. 

Red chips and H shares 
also stayed weak. The China 
Affiliated Corporations index 
retreated 1S.1 per cent and 
the H shares China Enter- 
prises index came off 55 per 
cent 

KUALA LUMPUR fell 29.13 
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to 73L17 on the composite 
index as regional currency 
scares and last week's poorly 
received budget weighed 
heavily on sentiment 

Recent portfolio weighting 
reductions from 2 per cent to 
zero by Morgan Stanley 
prompted a stream of 
rumours about foreign sell 
programmes, with local bro- 
kers talking about a $2G0m 
block trade in the next few 
days. 

TOKYO ended a three-day 
losing streak, rallying 25 per 
cent on the Nikkei 225 aver- 
age following Tuesday’s 
gatns on Wall Street, writes 
Bethan Button. 


The Nikkei 225 average 
closed 477.52 higher at 
17587.61. after trading in a 
range of 17,267.13 to 
17,69451. The broader-based 
Topix index of all first- 
section shares rose 22.42 to 
1566.74, an increase of 1.7 
per cent, while the capital- 

weighted Nikkei 300 index 
was Up 459 to 269.42. 

High-tech stocks were the 
main winners. Sony climbed 
Y200 to Yll.300, Kyocera 
Y290 to Y7.700. Canon Y14C 
to Y3570, and Nikon Y80 to 
Y1.740. 

The recently listed Central 
Japan Railway set a record 
high of Y396.000, up Y4, 000- 
Steelmakers rose on foreign 
buying. Nippon Steel game d 
Y13 to Y274, Kawasaki Steel 
Ylfl to Y234, and NKK Y18 to 
Y182. Shipping companies 
strengthened in the wake of 
progress on the US-Japan 
port practices dispute. Kawa- 
saki Risen closed Y27 higher 
at Y180. 

Some selling of real estate- 
related shares continued 
after Tuesday’s disappoint- 
ing economic stimulus pack- 
age, but construction and 
contracting Issues were 
firmer. Kumagal Gumi rose 
Yilto Y12Q. 

Fuji Heavy Industries 


came under pressure follow- 
ing a news report that it had 
covered up a defect in its 
Subaru cars. The shares 
came off Y19 at Y502. 

In Osaka, the OSE index 
gained 338.69 to close at 
18595.34, in volume of 165m 
shares. 

WELLINGTON hit an 
all-time high. The 40 capital 
index rose 35.54 or 1.4 per 
cent to 2,685.48 following a 
30 cents gain to NZ$8.70 for 
NZ Telecom. 

SYDNEY was active too, 
with the All Ordinaries 
adding 325 to 2,682-9 after 
data showing inflation at a 
35-year low. Lend Lease 
gained AJ52.72 or 85 per cent 
to AS3352 on news of a pos- 
sible insurance and fund 
management deai_ 

SEOUL bucked the 
regional trend on news that 
the government planned to 
nationalise Kla Motors, a 
subsidiary of the conglomer- 
ate Kla Group, whose finan- 
cial troubles had been over- 
hanging the market. The 
composite stock index broke 
back through the 600 level 
which it relinquished last 
week, finishing up 84.47 at 
601.32. Kia Motors ended 
pegged to its limit high at 
7,450 won, up 560 won. 


Q CHASE 


■L’t ’■ *■ :~ 

iS.C:' 


When the City of Buenos Aires 
wanted to win over mterruttmud investors 

Chase was elected. 


The City of Buenos Aires tapped Chaseb expertise in emerging markets 
to structure and place $500 million in international bonds - the CltyS debut in 
cross-border capital raising. The financing was a customized solution executed 
across three separate markets - Eurodollar, Eurolira and Argentine peso. 



Pina de Map* Bocnot Aires 


“Our first cross-border offerings were an impressive introduction of 
Buenos Aires to investors around the world. Chasek tra-ig record in 
emerging markets and their network of global investors were kev 
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to our success 


Molbem Badrignei GUndni 
ofUttsarj 
The C&rcffincmMAm 


CHASE. The right relationship is 


« HWTtae Cbue Mttbmu Cwpanimi. 
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THE NETHERLANDS 

Prime Minister Wim Kok's flexible workforce has been described as 
‘eloquent' and now others are copying it, reports Gordon Cramb 

Plaudits for the Dutch model 


I t reverberated as a death 
knelt for the Nether- 
lands’ paternalist 
employment traditions- Wim 
Kok, the former onion leader 
who for the past three years 
has led a. modernising left 
liberal government, stood on 
. a conference pl a tfo r m In the 
seaside town Scheveningen 
this mo nth and sa i d : "The 
job for life belongs to the 
past" 

He was really only 
acknowledging reality. Well 
over a third of the workforce 
- the highest proportion in 
the industrialised world - is 
on- part-time, tsnporary or 
otherwise flexible contracts 
which guarantee no such 
thing; Philips, the electron- 
ics manufacturer which is 
one of the country's top 
employers, had just made 
clear that time-servers 
among its 40,000 Dutch-based 
staff would have to move on 
within the group, or move 
out. . .. 

Yet the fact that the prime 
minister felt able to make 
such a pronouncement 
within months of a general 
election is testimony not 
only to the security of his 
own popularity, but to the 
changes in socio-economic 
life he has wrought Mr Kok 
predicts that his government 
win have presided over the 
creation of half a million 
jobs by the time its current 
term ends next May. 

He had a fair basis 
on which to build. Centuries 
of Dutch entrepreneurialism 
gained a country with 
only 15.5m people its 
place as the world's seventh 
largest exporter of goods 
and services. While the 
fruits of success In 
global markets were for 
decades sapped , by a thirsty 
welfare system, its latest 
t unround is commonly 
traced to a wage restraint 
accord* struck as long as 15 
years aga 

■ Those - were the dark 
hours... National. ...income 
declined for eight successive 
quarters. One in every 25 
manufacturers went bank- 
rupt. Ruud Lubbers, the 
Christian democrat premier 
of the tine, recalls: "Tbe job- 
less total was rising by 
15,000 a month - that was 
the driving force." 

Around a kitchen table in 
Wassenaar, a leafy com- 
muter village near The 
Hague, employers and 
unions in 1982 agreed a deal 
whereby pay demands would 
be moderated in return for 
job preservation, a shorter 
working week, and consen- 
sus on preserving tbe main 
social security pillars. Kitty 
Roozenmond, deputy chair- 
woman of the FNV, the 
country's largest union 
grouping, describes it as a 



Amsterdam has enjoyed growth without “a masterplan or a grand design" 
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“trade-off for greater secu- 
rity and more co-determina- 
tton." The FNV boss at that 
table was Wim Kok. 

Reforms of state finances 
under his government have 
halved the public sector defi- 
cit to stand at just 2 per cent 
of gross domestic product - 
the lowest since 1978 - with 
a further decline to 1.7 per 
cent projected far next year. 
Gross public debt win have 
fallen from 79 per cent to 
dose to 70 per cent Govern- 
ment expenditures are to 
absorb only half of GDP next 
year, down from 56 per cent 
in 1994. 

Growth this year will be 
the strongest since 1990, in 
the economy as a whole and 
in employment. On tbe 
external front the Nether- 
lands will have a current 
account surplus which as a 
percentage of GDP is the 
highest sin ce 1953. 

Data such as that 
have brought international 
plaudits for The Hague in 
recent months. A Dutch mir- 
acle. it has been called. Tbe 
Dutch model, even: the ‘"pol- 
der model", a term derived 
from the raised tracts of 
land forming much of the 


country, built in a co-opera- 
tive effort to stem the 
tide. 

France and Italy are tak- 
ing up the idea that a cut in 
working hours can reduce 
overall unemployment rates. 
Jacques Santer, European 
Commission president, 
described as "eloquent" the 
country's example in reduc- 
ing the indirect costs of 
labour by 2.5 per cent of 
GDP since 1985. hi Germany, 
much attention has centred 
on the trust established 
among the Dutch "social 
partners”. No western coun- 
try loses proportionately 
fewer days to strikes. And 
real wages are below tbe lev- 
els of 1990. 

Miracle yes; model 
no, says Jelle Visser, of 
the school for social research 
at the University of Amster- 
dam and Germany's Max 
Planck Institute. Annual 
Jobs growth of 1.6 per cent 
is four times tbe EU average 
and "over 15 years has been 
as good as the American 
jobs machine, but without 
the sharp increases in 
inequality" seen the other 
side of the Atlantic, he main- 
tains. 


But there is no cohesive 
formula for other countries 
to adopt - "There has not at 
any point been a masterplan 
or a grand design" - the 
move to flexible employment 
represented a “coping strat- 
egy by women" - and there 
is also “no constant Dutch 
culture of consensus in deci- 
sionmaking: it has to be 
mobilised in times of crisis.” 

The Wassenaar accord was 
an outline which filled just 
one and a half sheets of 
paper, and was sketched in 
afterwards as circumstances 
required. While the main pil- 
lars of welfare may remain, 
what they support is not the 
edifice it once was. The 
opening of social security to 
market forces has been a 
main contribution of the cur- 
rent cabinet to the restruct- 
uring process. 

Stricter screening means 
many of those who before 
were conveniently classified 
as disabled - a category 
which by itself reached at 
one stage nearly 10 per cent 
of the workforce - are 
having to find jobs. But 
unofficial estimates say that 
to the registered unemploy- 
ment rate, which at an 
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Telling time for coalition 
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At the election, 
Kok’s PvdA party 
can no longer be 
assured of 
pre-eminence 

In just over six mouths a 
general election will help 
determine the future pace of 
economic deregulation and 
reform in state finances. Its 
circumstances will for a 
number of reasons be 

imusnnl. 

First, the two main parties 
in the governing coalition 
enter the ctohpaigniag sea- 
son neck-and-neck in the 
opinion polls. The latest test 
of voter sentiment this 
month accorded to the social 
democratic PvdA of Wim 
Kok, prime minister, 42 seats 
in the 150-member lower 
house. The free-market lib- 
eral WD was just behind 
with 40 seats, but tu sound- 
ings earlier- this year had 
been leading the popularity 
rankings. 

Either way, the WD is on 
course to increase its repre- 
sentation from the 31 seats it 
holds in the current parlia- 
ment While Mr Kok’s party 
will on present form also add 
to its 37 MPs, it can no lon- 
ger be assured of pre-emi- 
nence. That is important in a 
country where government 
by coalition is the norm, and 
where the leader of the larg- 
est party in any such group- 
ing is by tradition given the 

premiership. 

Second, the contest will be 
the first for half a century in 
which the Christian demo- 
outs fight as opposition. The 
CDA, linking the former 
protestant and Roman Cuth- 




Wim Kok’s (left) PvdA is likely to add to its 37 MPs in the election but WDJed byFrits 
Bolkestein, the prominent Eurosceptic, is on course to increase its representation from 31 


olic parties, won three seats 
more than the WD in the 
1994 election but was ousted 
from the cabinet when 
labour sided instead with the 
liberals and the reformist 
D66. 

Third, only weeks ahead of 
tbe May polls the European 
Union is due to decide on 
which member states qualify 
for the single currency. 
While there is no doubt that 
tbe Netherlands will be 
among them, and little argu- 
ment that it should, any 
admission to monetary 
union of countries such as 

Italy may cause last-minute 
nerves. In the absence of 
substantive domestic issues 
dividing the parties. Dutch 
politicians could finally 
bring Emu to the forefront 

Jaap de Hoop Scheffer, 
who will head the CDA field, 
said this summer: "To my 
joy there is some debate on 
monetary union coming - 


though it is too little and too 
late. This debate has [in the 
Netherlands] always been 
elitist conducted among for- 
eign policy experts. People 
are waking up when they 
hear it relates to their own 
pension." 

The Dutch are conscious 
of the benefits brought to 
them by the stability of tbe 
guilder, pegged to the 
D-Mark for more than 15 
years. Fringe parties on the 
left as well as right have 
been warning of the dangers 
in its demise. The Socialist 
party, which is running a 
referendum petition on Emu, 
could more than double its 
presence in the second 
chamber - according to poll- 
ing evidence which would be 
dramatic were It not for the 
fact that the SP now has 
only two MPa. 

Closer to the centre of 
Dutch politics, tbe most 
prominent Eurosceptic voice 


is that of Frit^ Bolkestein. 
combative parliamentary 
leader of the WD. Mr Bol- 
kestein declined a place In 
the cabinet formed in 1994 so 
he could continue to speak 
out, and has dope so in ways 
which wobbled the coalition 
a few times this year. 

Yet few of the issues he 
picks - perils' in the east- 
ward expansion of Nato, and 
misdeeds in the former col- 
ony Surinam are obvious 
vote winners. His party’s 
drive for deregulation and 
fiscal prudence means it is 
popular, but qs a potential 
prime minister he is not. 
Five times as many electors 
prefer Mr Kok; who used his 
time as finance minister in 
the previous CDA-PvdA gov- 
ernment of Ruud Lubbers to 
shed his trade unionist man- 
tle before emerging as 
national father figure. 

Six months spent bestrid- 
ing the European stage as 


president of the EU council 
of ministers did Mr Kok no 
harm, and the WD would 
find it difficult to distance 
itself from any forthcoming 
Emu debacle given that Mr 
Kok's successor in the 
finance portfolio is Gerrit 
Zalm, one of its number. 

Other permutations are 
possible as replacement for 
the current “purple" (red/ 
blue) coalition, and a lot 
depends on post-election 
arithmetic. The CDA bas 
governed with tbe WD 
before and could do so again, 
with tbe waning D6G as 
makeweight if needs be. Or 
an inverse Lubbers arrange- 
ment could see the PvdA 
taking in tbe CDA as junior 
partner, if recent moves to 
refresh the Christian demo- 
crats' ranks lift their share 
fi-om a currently projected 
29. 

Just as ministers maintain 
that tbe success of the pres- 
ent coalition makes Purple n 
the best choice, their party 
activists point out the other 
possibilities. For one, D66 
win no longer be needed for 
a majority unless it can claw 
back from its partners some 
of the seven out of 24 seats it 
is in danger of losing. That 
revival looks unlikely alter 
Hans van Mierlo. foreign 
minister, passed the party 
banner to Els Borst, health 
minister, who at 65 is only 
seven months younger and 
whose strengths are greater 
as medical professional than 
hustings campaigner. 

In 1994 it took nearly four 
months to form the current 
cabinet. Next year could 
bring another long, hot polit- 
ical summer. 


expected 5.75 per cent this 
year is among the lowest in 
the European Union, still 
has to be added perhaps a 
further 15 per cent of the 
working age population 
which is drawing some other 
form of pre-pensioo benefit. 

Still, the ratio of economi- 
cally inactive Dutch sup- 
ported by those in work has 
come down to 76 per cent 
from a previous level stuck 
at around 83 per cent. And 
McKinsey, the international 
management consultancy, 
says: “The greatest threat to 
further economic growth in 
the Netherlands is compla- 
cency with what has already 
been achieved.” 

In a report last month it 
enumerates areas ripe for 
improvement, from proce- 
dures for designating 
land use to issues of corpo- 
rate governance, where in 
each case restrictions apply 
which look increasingly out 
of line with international 
practice. Gerrit Zalm. 
finance minister, says efforts 
by the Dutch quoted sector 
to improve transparency and 
shareholder accountability 
have not gone Car enough. 

Competition policy has 
recently received govern- 
ment attention, and a law to 
limi t cartels and restrictive 
practices comes into force 
from next January. But 
there is to be no monopolies 
commission, exemptions are 
already being handed out to 
sectors such as publishing, 
and regulators in newly lib- 
eralised industries are begin-, 
ning to chafe at the narrow- 
ness of their remit 

Tbe government showed 
its internationalist creden- 
tials by appointing Jens Arn- 
bak, a D anish academic, as 
first chairman of Opta, the 
telecoms watchdog. But Mr 
Arnbak says: “Big gaps are 
emerging between the legal 
competencies of regulators 
in adjacent areas, especially 
where these relate to new 
developments such as the 
internet." KPN. the priva- 
tised posts and telecoms util- 
ity. is fighting hard to gain a 
presence in that medium, 
and there is no one empow- 
ered to adjudicate on all the 
complaints of the myriad 
small rivals it may drown in 
tbe process. 

Of broader concern is 
the warning by Hans Blank- 
ert, chairman of the VNO- 
NCW employers* association, 
that the state is creating 
new rigidities in requiring 
all but the tiniest companies 
to engage a health and 
safety consultancy from next 
year. 

Hague policymakers ques- 
tion some of the assump- 
tions which led McKinsey to 
conclude that the removal of 
domestic regulatory barriers 


HH| ■> Area: 41.526 sq hoi 
E Uma»m«e Dutch 

^ IriBTPtWH * Pop u U rt fo lK 15387.000 
(May 31 W7) 

s Mas dUricte mi peputtfon 

Lunina) 

Amsterdam (capteQ 1.1 02.000 
Rotterdam 1477.000 

The Hague 6SB400 

Utrecht 548,000 

Bndnoven 338,000 

Arnhem - 313400 

x Currency: 1 Gutter (P) = 100 cards 
Exchange rate: 1986 av SI = R 14857 
October 161897 SI -H 14663 


• Form of state: Constitutional 
monarchy 

« National tog ta tmrec Beamed 
Staten Generaal (partemertfc fira 
Chamber (senate) of 75 members 
elected by Provincial Stales (regional 
porftunentnry assembtaw: Second 
Chamber erf 150 members, areeBy 
etocted for a four-year term. Tha First 
Chamber may only approve or reject 
bits and may not tntme or amend 
them 

• Sectoral system U ni vers a l direct 
suffrage over the age of 18. The whole 
country forms 3 sngfe constituency 
and the Second Chamber is elected by 
the d'Hondt system of proportio na l 
representation 

• National elections: Way 3 1994; 
next election due by May 1998 

• Head of state: Queen Beatrix, 
acceded to throne 1980 

• State IsgUlaHaei Twelve tfrectfy 
elected Provincial Slates responsible 
tor electing the first Chamber of the 
Staten Generaal and overseeing 
regional g o vernment They also have 
the power to rase some regional taxes. 
The governing executive is ealed the 
Deputy State and is elected by each 
Provincial State but presided over by a 
commissioner appointed by the Crown 

• National governm en t: Council of 
Mtmsiers headed by the pnme minister, 
responsible to the Stolen GeneraaL 
Although ministers may introduce bits 
and speak m the legdaairo they may 
not be members of either house. 

There a currently a PvdA-WD-066 
coahuon government wim a majority in 
the Second Chamber 

- Main potMical organisations; 

Labour Party (PvdA): Christian 
Democratic Appeal (CDAJ; People's 
Party far Freedom and Democracy 
(Liberals- WD): Democrats 66 <D68J: 
Green Left Alliance; Political Reformed 
Party (SGP): Reformed Political 
Association (GPVfc Reformed PoHcal 
Federation IRPF); Centre Democrats 
(CPfc Socaast Party 
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could yield an extra lm jobs 
over a decade. But the 
close-up sectoral analyses 
carried out by tbe manage- 
ment consultants, and in a 
separate work last month by 
the government’s own fore- 
casters. are slezed on by an 
administration which micro- 
manages with almost Singa- 
porean zeal. 

And the government bud- 
get for next year provides a 
subsidy so that, for a com- 
petitive FI 17,50 an hour to 
the consumer, some of the 
unemployed can become 
household cleaners. 

They will join some 40,000 
subsidised jobs being gener- 
ated by the end of 1998 in 
private sector as well as 
local authority positions. 
Rembrandt's Night Watch 
again forms a civilian guard 
on the streets of Amsterdam, 
backed by central funds in a 
programme initiated by Ad 
Melkert, employment minis- 
ter. 

As few as 2 per cent a year 
of those in so-called Melkert 
Jobs make the leap to com- 
mercial posts. For the rest, 
the extent to which their 
functions replace paid work 
which would anyway be 
available has yet to be quan- 
tified. Even outside the 
Melkert mechanism, employ- 
ment creation Is occur ing 
mainly at the bottom end of 
tbe skills scale. Eight out of 
10 new jobs are in services 
or the public sector. Some do 
little more than shift a bene- 
fit recipient out of official 
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unemployment data. 

Even that does not make 
the picture look entirely 
rosy - as few as a quarter of 
the jobs lost since the 1970s 
have since been recovered. 
In most respects the Nether- 
lands has been engaged in a 
catching-up exercise. This Is 
in large measure acknowl- 
edged by Mr Kok, who said 
on budget day: “We have 
come a long way, we have a 
long way to go." 

For all the "miracle." 
gross domestic product per 
capita comes in halfway 
down the western European 
league. And the question is 
whether any further prog- 
ress through those ranks can 
be made at a time when eco- 
nomic and monetary union 
will further limit policy dif- 
ferentiation from its neigh- 
bours. 

Nout Wellink, new gover- 
nor of the central bank, 
showed his colours this 
month by Increasing interest 
rates more than the latest 
signal from Frankfurt 
required, and is concerned 
that The Hague coalition is 
not cutting the deficit 


enough to allow room to 
adjust to the next recession. 
• How the Netherlands 
fares in a more integrated 
Emu economy will be more 
to do with what it can offer 
in skills and logistics. A 
shortage of technically 
minded workers is hamper- 
ing growth - in knowledge 
based industries. Mr Blank- 
ert warns. And Arnold 
Heertje of the University of 
Amsterdam argues: “The 
major issue for Holland in 
the coming years Is not 
employment - we already 
have sectors where there are 
not enough people - but 
infrastructure.” 

Amsterdam's Schipbol air- 
port, second only to London 
Heathrow in cargo traffic, is 
under a cloud after it 
breached newly imposed 
noise limits. The govern- 
ment agreed to tolerate this 
transgression - using a get- 
out not dissimilar to that 
employed for prostitution 
and cannabis - but its envi- 
ronmental obligations mean 
the airport will come under 
fire if the problem recurs, as 
is likely, in 1998. 
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MBA degree is a powerful 
boost for v our business career 
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the prestigious University of Bradford MBA degree 
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ONE-YEAR FULL-TIME MBA 
TWO-YEAR PART-TIME MBA 

NIMBAS also offers this pan-time MBA programme in Bonn, and in 
cooperation with the Fachhochschule Mainz, in Mainz, Germany 

TWO-YEAR EXECUTIVE MBA 

Seven intensive study sessions in the Netherlands, the UK, Germany and France 
NIMBAS Is AMBA (London) accredited 
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Battening down 
the hatches 


The government 
is insulating its 
successes against 
the next 
downturn 

Partly in pride and partly 
warning of a fall. Gerrit 
Zalm, finance minister, 
acknowledged in presenting 
his 1996 budget last month: 
"It will be unique in history 
if growth continues for eight 
years." 

The Netherlands escaped 
the last European recession. 
By nearly all measures it is 
now riding high. A govern- 
ment which has had an easy 
economic run since it took 
office in 1994 wishes to insu- 
late its successes against the 
next downturn. Part or that 
Involves preparing the pub- 
lic for a change in the busi- 
ness cycle. At the same time 
it is seeking re-election for 
another four-year term next 
May. 

Mr Z alm dealt with these 
conflicting pressures by pay- 
ing out more than had been 
expected. The budget prof- 
fered FI 3.9bn net cuts in tax 
and social security charges, 
equivalent to some 0.5 per 
cent of gross domestic prod- 
uct. 

Economists dispute that 
such stimuli are justified for 
a country forecast to enjoy a 
third successive year of 
growth higher than 3 per 
cent - and where inflation at 
above 2.5 per cent is the 
highest in the European 
Union after Greece. Producer 
price increases are running 
ahead of 4 per cent year -on- 
year. 

Nout Wellink, new gover- 
nor of the central bank, this 
month made clear not only 
his concerns, but his inten- 
tion to do something about 
them. In his first action 
since he inherited the job 
from the long-serving Wim 
Duisenberg - now in Frank- 
furt to oversee the EU's 
move to economic and mone- 
tary union - Mr Wellink 
ordered a rise in official 
interest rates. 

He took his cue hum the 
German Bundesbank, but 
went further. Not only did 
the special loans rate rise in 
line with the Bundesbank's 
repurchase rate for money 
market activities - an 
increase necessary to defend 
the guilder’s value against 
the D-Mark to which it is 
pegged. 

But the Nederlandsche 
Bank said that “considering 
the development of the 
domestic economy" it would 
also add a quarter point to 
its fixed advances rate, the 
equivalent of the Frankfurt 
discount rate which had for 
the moment been left 
unchanged. 

Minis ters insist there are 
no signs of overheating. The 
central bank accepts that 


inflation has been largely 
driven by a rise in the dollar 
and sterling which baited in 
August. And fears of an 
asset price bubble eased 
when the Dutch stock mar- 
ket underwent a summer 
correction, after a year of 
setting records fuelled by 
private investor enthusiasm. 

But other warning signals 
remain, such as residential 
property values - some 
Amsterdam apartments have 
nearly trebled in price over 
five years. That has brought 
a welter of remortgaging as 
owners extract capital from 
their homes. Statistics 
Netherlands estimates that 
FI 2lbn was converted last 
year from bricks and mortar 
into consumption spending, 
and that 40 per cent of new 
home loans in the first six 



Gerrit Zakm paid out more than 
had been expected 

months Tf 1997 were remort- 
gages. 

Growth for the past year 
has been consumer-led. 
Exports, the traditional 
motor of the Dutch economy, 
are expected to resume that 
role for 1998, when official 
predictions say real GDP 
should increase 3.75 per 
cent In its latest quarterly 
report, produced just after 
the budget, the central bank 
says that capacity utilisation 
continues to rise and that 
“monetary developments in 
the Netherlands remain 
expansionary." 

Hans Blankert, chairman 
of the VNQ-NCW employers' 
federation, made his, In part 
successful, pitch for business 
tax concessions in the bud- 
get by producing evidence 
that earnings growth was 
currently based on bigger 
volume rather than better 
margins. If these became 
squeezed, the corporate sec- 
tor would be extra-vulnera- 
ble in a downturn. 

He also struck a chord in 
The Hague with a warning 
about skills shortages, and a 
government action plan to 
address vocational training 
is due by the end of the year. 


“Two thirds of companies 
find difficulty in securing 
qualified personnel," says 
Mr Blankert. and the prob- 
lem is most acute in ser- 
vices, which are rather more 
important to the Dutch econ- 
omy than manufacturing 
industries. 

Manufac turin g has seen a 
further shake-out in 1997. 
When Fokker shat this 
spring, aircraft building fol- 
lowed sectors such as tex- 
tiles to the wrecker’s yard. 
Yet of the 5,500 Fokker work- 
ers who clocked on at the 
beginning of last year, some 
2,400 are continuing their 
previous tasks supplying 
parts and maintaining its 
fleet - their pay cheques 
now come from Stork, the 
Dutch industrial services 
company which bought up 
those units. 

Demand for EU production 
capacity from industrial 
groups abroad helped KNP 
BT agree the FI 1.5bn sale of 
its burdensome original core 
business in paper making to 
Sappi of South Africa, and 
aided Akzo Nobel in striking 
a joint venture deal with 
Turkey’s Sabanci for its sim- 
ilarly troubled industrial 
fibres division. 

But the country's overall 
economic stability derives 
in laige measure from the 
continuing importance of 
agricultural produce in the 
export mix, particularly to 
Germany, the largest overall 
market for the Netherlands 
by far. And at a conference 
in DQsseldorf last month 
Hans WUers, economy minis- 
ter, pointed out that total 
exports to North Rhine 
Westphalia state alone 
equalled shipments to all 
countries outside the EU. 

This dependable business 
in feeding the large neigh- 
bour to the east is one 
factor in the recently 
vaunted Dutch “miracle" for 
which The Hague’s policy- 
makers cannot clahn much 
direct credit. What helps 
secure that trading position, 
though, is exchange rate 
certainties which, ahead of 
the single currency, have 
been made possible by cen- 
tral government efforts to 
reform state finances. The 
public deficit is projected at 
1.7 per cent of GDP next 
year, well within the 
intended Emu ceiling of 3 
per cent 

Government debt will 
be stuck at above 70 per 
cent, partly because of Mr 
Zalm's payback - to a popu- 
lace by now inured to wage 
restraint but by no means 
benefiting equally from the 
metropolitan asset balloon. 
Although the decline in the 
public sector borrowings 
ratio (from above 80 per cent 
four years earlier) should 
satisfy prospective Emu 
partners, the absolute debt 
stock in guilder terms is still 
rising. 






All file Dutch banks continue to rety heavily on their home market. It stii provides ING with two thirds of Ha earnings Photo.- txtamn mmt 

BANKING * by Simon Kuper • 

Success at the cutting edge 


The economic 
recovery in the 
1990s has lead 
to a boost in 
savings and gdp 

“The Netherlands is a small 
pea." says Jan Zegering H ad- 
ders, a director of ING Bank. 
Yet the country has three of 
the 15 largest banks in 
Europe, and two of the 
world's six biggest listed 
insurers. 

'Mr Zegering Hadders 
explains this by recalling the 
economic crisis that hit the 
Netherlands in the early 
1980s. Many banks were 
forced to merge - most 
famously, ABN and Amro - 
and so the Dutch sector con- 
solidated early. Advised by 
McKinsey, the management 
consultant, and others, they 
cut costs before this became 
fashionable. 

Three big banks. ABN 
Amro, ING and Rabobank, 
came to dominate the Dutch 
market and began looking 
ahroad for larger, less vola- 
tile markets. Like their 
Dutch clients, they had 


always been relatively inter- 
national. ABN had been in 
ixtin America for most of 
this century. 

The three banks, and ING 
and Aegon in insurance, 
have made several billion- 
dollar foreign acquisitions in 
recent years. ABN Amro is 
now the largest foreign bank 
in the US. 

Yet all the Dutch banks 
continue to rely heavily on 
their home market. It still 
provides ING with two 
thirds of its earnings, paints 
out Mr Zegering Had decs. 
“How can this be?" he asks. 

The reason is that the 
Netherlands in the 1990s has 
experienced a long, smooth 
economic recovery. The state 
has withdrawn from many 
areas, leaving people to save 
more for their pensions and 
insurance schemes. Gross 
domestic product has grown 
at a healthy 3 per cent a 
year this decade, but the 
.demand for financial. -'ser- 
vices has expanded by 10 per 
cent annually. 

The boom, in Amsterdam 
stocks is just one conse- 
quence. Dutch consumers, 
who traditionally kept their 


money in savings accounts, 
began buying shares when 
interest rates dropped 
to 3 per cent and their 
friends and relatives began 
boasting about stock market 

killing s 

Fifteen years ago banks 
had considered closing down 
their equity departments. 
Now they are raking in com- 
missions. "The Dutch mar- 
ket turned out to be more 
lucrative and bigger than 
anyone had thought in the 
1980s," says Mr Zegering 
Haddens. 

The market's only draw- 
back is its low margins - 
surprisingly so, given that 
three banks dominate it. 
Rabobank, a co-operative 
bank, has more than 90 per 
cent of the farming sector. 

Heak Visser, executive 
director of Rabobank, 
explains the margins para- 
dox: “None of the Big Three 
allows any of the others to 
raise its market-share much- . 
As soon as one bank ads. 
the other two react." He 
claims that Rabobank has 
been instrumental in keep- 
ing margins down, because 
as a cooperative it aims to 


keep prices low for its mem- 
bers. The low margins have 
helped limit foreign hanks to 
a small role in the open 
Dutch market 

The Dutch banks now aim 
to expand throughout the 
European Union. The arrival 
of the euro should create 
something nita a single mar- 
ket in financial services. Mr 
Visser says RaboBank will 
seek alliances with foreign 
banks, rathe thaw aim for 
takeovers and mergers, 
partly because banking cul- 
ture differs so much from 
country to country. ING; 
however, is looking for a 
large European acquisition. 

Dutch bankers agree that 
many of their neighbouring 
markets are relatively 
closed. "The so-called free 
European market isn’t free,” 
complains Leo Overmars, 
director of Nederlandse Ver- 
eniging van Banken, the 
Dutch bankers' association. 

..If. it. -opens, he believes, 
Dutch banks would succeed 
in the new territories. 

Such confidence can seem 
dangerously close to hubris. 
After all, Japanese hanks hit 
a bad-loans crisis; the US 


had the sayings-and-loans 
drama; why should Dutch 
hawks be different? 

But Mr Zegering Hadders 
insists: “It is an unthinkably 
healthy sector." The three 
hawking “molochs”, as he 
galls them, have money earn- 
ing out of their ears. They 
all raised net profits by 
between 17 per cent and 35 
per cent in the .first half of 
this year, helped by the 
Strong dollar. All maintain 
fairly conservative BlS-ra- 
tios. They do not plunge 
heavily into debt to make 
acquisitions. 

“We turn over every 10- 
cent piece 26 times.” says Mr 
Zegering Hadders. The early 
1980s, he says, taught banks 
to avoid financing specula- 
tive property deals. Ranking 
salaries have risen, but in 
this egalitarian co untry the 
sort of pay packets earned 
by London bankers remain 
unknown. 

Even an Amsterdam stock 
market collapse would hurt 
banks only modestly, shrugs 
Mr Visser. Mir Overmars 
says: “I don’t have any wor- 
ries, but maybe that’s just 
me." 
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gaps likely to prevail 


Insurer's 
expansion is 
moving in 
surprising 
directions • 

Kees Storm does not look 
like the chief of a 
multi na tio n al c ompany . 
With his bristling 
moustache, his protruding 
front teeth and his relaxed 
manner, he could be just 
another Dutch nine-to-four 
salaryman. But be is 
chairman of Aegon, ranked 
among the 10 largest 
insurers in the world. 

Aegon is growing ever 
larger fast, but the direction 
of its expansion is 
surprising. With European 
economic and monetary 
union due to start, 
supposedly creating a single 


market in euro-dencaninated 
financial products, his 
company is 

acquisitions in the US. Last 
year it paid S3^bn for 
Providian, a Kentucky-based 
financial co mpany . 

“For the next 100 years 
there wont be a single 
market for insurance 
products in Europe," says 
Mr Storm. Although an 
Emu enthusiast, he believes 
that the financial cultures 
of the various countries, 
especially the tax systems, 
remain nnbridgeably 
diverse. Governments such 
as France and Italy are - 
unpredictable. Many 
marbetsare still 
semi-dosed. 

By contrast, be says, the 
Netherlands is a very 
competitive market, with 
the lowest insurance 
premiums in Europe except 
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Kees Storm: profiting from the 
change In babaMour ~ ‘ ‘ 

for the UK. However, . 
revenues axe rising because 
in recent years Dutch retail 
investors have hurled" . ' 
themselves upon the stock 


mark0t..“Tm years ago the 

Dutch consumer was a 

risk-averse pmsan w&o at 
best had a post office 
s a yi ng s book.” he recalls. . 
-Aegon and its domestic rival 
ING have profited from the 

f-Himg o tn hpfrta v trrm- - 

Reflecting on bis ' 
competitive hone market, . 
Mr Storm says: “I think the ; 
’ Netherlands is the most 
Anglo-Saxon nation on the ■ 
continent Wte have the 
same culture as the 
Americana - or lack of it" 

- Ftothenaore, he says,4he 
US maricet offers “gigantic" 
growto opportunities, . 

particularly in pensions and 
savings products. Only the 
mutual funds sector fa feirty v 
mature. Aegon may make - 
further US acqpstitiigns. By . 

. contrast; it has so far "• . 

' decided not to enter France, 
and operates in Gennpny im '. 


■a modest; scale.- . : • \ , 

“We behave as 1 if the : vy . 
Eurc^xanTJniph erigts.and^ 

. it doe^*Vsays.Mr Storm, 

“but the various countries . 
remain .verydffierent.'' /• •:?. . . 

NarwiUfhe arrivalofthfi : 
euro change much in the . ; 
Dutch market, he believes. . ' 
since foreign companies- can./ 
already -enterit at will: *Np . 
doubt tomorrow a Korean;-^ 
wfil comearidsay, "The 
Netteriandsisagreat 
: st^ptag’stone'for Europe’, £ ' 
and set up an office here." 

: He thinks the open 
market' is why the- number. < 
of insurance companies to*" 
the Netherlands has . , \ 
stntibomly refused to. • 
decline tTve been. /-jy. : t " 
predicting consolidation for ,, 
aoyearsiso ntfsfopddmgv.'/ 
that how.” - A v 

, . Simon Kuper V 
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Liberalisation allows more traffic on to superhighway 

a m . . _ _ of TNT. the Australian par- familiarity with English as ■- were disnarwlne. however, hookmw at a lnnai mil tariff xtt » 


As 150 or so 
competitors make 
strides, KPN is 
making a robust 
challenge 

Liberalisation of the Dutch 
telecommunications market 
this year has brought bene- 
fits for the 150 or so compa- 
nies offering Internet access 
in the country — and a 
robust challenge from KPN, 
the privatised former monop- 
oly, for a share in those reve- 
nues. 

From July KPN had to 
cede its sole right to supply 
basic voice services to con- 
sumers: its hold over busi- 
ness data traffic was 
removed earlier. The com- 
pany is seeking ways to 
replace lost income for a 
telecoms division which is 
Intended next year to gain a 
separate bourse listing. 

PTT Post, the mail side 
from which it is being split, 
acted to secure its future 
with the purchase last year 


of TNT, the Aust ralian par- 
cels group. While PTT Tele- 
com has also been active 
abroad, collecting stakes in 
phone utilities, it is deter- 
mined not to surrender the 
leading role in a borne mar- 
ket for telephony worth 
more than FI I5bn a year. 

That corporate aim 
brought Herman Wessels, 
who a year ago was In 
charge of PTT Telecom's 
Rotterdam region and had 
not himself set foot on the 
superhighway, to a new base 
in Utrecht as managing 
director of internet services. 
He was charged with quad- 
rupling the present 500,000 
domestic users of online ser- 
vices in the Netherlands by 
the end of next year. 

“We have to lower all the 
barriers there are," he says. 
KPN had just acquired 
majority holdings in Planet 
Internet and World Access, 
two of the country's biggest 
internet service providers 
(ISPS). But these, like their 
peers, offered access to a 
world in which users needed 


familiarity with English as 
well as with software pro- 
grams. 

Fine for the young, urban 
and multilingual, it was 
thought. Planet Internet had 
already made a mark with 
Dutch-language editorial 
content, some of which is 
kept proprietary for Its cus- 
tomers. The reach needed to 
be attended, though, if KPN 
was to Increase call activity 
on its domestic lines, to 
establish a broking role in 
electronic commerce - and 
to Halm a place in the mar- 
ket for internet telephony 
itself, if technological 
improvements mean, as the 
company suspects, that the 
internet soon becomes a 
challenger to traditional tele- 
pbone companies In stan- 
dard long-distance calls. 

One in every two Dutch 
households has a personal 
computer, says Mr Weasels: 
a higher penetration than In 
the US. But home connec- 
tions to the internet are less 
than a third of US levels. 
The solution was a dial-up 
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service launched last month 
and called Het Net (“The 
Net”). A cross between a cor- 
porate intranet and an- old- 
style electronic bulletin 
board, it provides e-mail and 
the latest in screen graphics, 
bat no direct access to the 
World Wide Web. 

Some 60 leading local com- 
panies signed up for sites, 


mainly offering versions of 
what they already had on 
the Web. Still, an informal 
poD of 900 readers of Planet 
Multimedia, an online Planet 
Internet magazine accessible 
to customers of other ISPs, 
suggested a quarter would 
take a FI 5 a month subscrip- 
tion to Het Net as welL 
The responses of most 


were disparaging, however. 
“I already have the Yellow 
Pages," said one. Another 
read: “Surfing Het Net is like 
driving a car with the 
steering lock on.” While sea- 
soned internet users are not 
the target market for the ser- 
vice. the publication of their 
reactions by Planet Internet 
demonstrates ' an indepen- 
dent-minded approach to 
what will become Its new 
role as a prov ider of online 
content within PTT Telecom. 
Its subscribers' connections 
are being switched over to 
World Access. 

“It is important for our 
public credibility to be criti- 
cal of activities whether they 
concern the PTT or other 
telecom operators," says 
Planet. 

Ot her ISPs are critical of 
PTT Telecom, not so much 
for its keenness to secure a 
place in their sector but for 
the service it offers thwn as 
wholesale customers. Among 
the most valued of these are 
"virtual points of presence” 
- the ability to offer internet 


hookups at a local call tariff 
without physically putting 
modems and switchgear in 
every dialling district in the 
country. According to Nick 
Reid, overseas development 
mana g e r of the UK's Demon 
Internet, KPN sales staff 
promised this but then with- 
drew. 

“My feeling is that it was 
intentional," he says. “The. 
senior management may 
have said, why should we 
help these people?” Nearly a 
year behind schedule, the 
service will become available 
as a result of a deal with 


saw NLnet, one of the big- 
gest, snapped up by World- 
Com of the. US, owner of 
UUnet and recent bidder for 
MCL BT, its antag onist in 
that contest, through Telfort 
owns a minority share in 
another. World Online. Euro- 
Net, also an established 
Dutch provider, to May took 
over Infoboard in Belgium. 

None employs more than 
about 150 staff in the Nether- 
lands. Yet these, are all new 
jobs, and created in part 
because the country is 
extending into cyberspace its 
traditional role as an entre- 


Enertel, a consortium group- pot nation - the Amsterdam 
ing Du tch energy and cable internet exchange, where 


television companies which 
Is building one of two new 
national infrastructures for 
telecoms. Telfort, the rival 
venture grouping BT of the 
UK and the Dutch national 
railways, was slightly slower 
off the mark. 

The Netherlands is 
Demon's first foreign mar- 


providers trade spare capac- 
ity, is shaping, up to be 
among the worid’slargest . 

Demon , set up in the city 
for that reason, only later 
deciding to seek a domestic 
customer bases High-level 
technicians It has, bad to 
import because of a lack of 
the suitably skiUed local 


keL Its arrival forms part of ' applicants it would prefer, 
an intgrnflHmia'HriTtff of the ■ 

ESP sector which last month Gordon dramh 
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FORTIS DELIVERS IMPRESSIVE PERFORMANCE 





In business for just a few years and already Fords has reached die 145th place on the 
Fortune Global 500 list. Its profits grow impressively year after year; and it continues to 
strengthen its position across a range of markets. Impressive achieve- 
ments. But no' more than typical of the kind of performance which over 
100 Fords companies deliver, both on their own and together 

Organization 

The Fords group includes AMEV VSB and MeesPierson in the 
Netherlands, and AG 1824 and ASLK-CGER in Belgium. Plus such 
companies as CAIFOR, a joint venture with Spanish bank “La Caixa”. 

Like other Fords companies, they all know their markets thoroughly 
and have a dear understanding of where they are going. All share the 
ambition to be successful in their respective fields. 

Activities 


• OPERATING IN EUROPE. THE USA. ASIA. 

AUSTRALIA AND THE CARIBBEAN. 

• TOTAL ASSETS AT YEAR-END I9*B: 

ECU Ml BILLION. 

• A WELL-FOCUSED GROWTH STRATEGY. 

THROUGH ORGANIC GROWTH AND 
ACQUISITIONS. 
m FINANCIAL OBJECTIVES: 

RETURN ON EQUITY OF 
AT LEAST 12*. 

ANNUAL GROWTH OF EARNINGS 
PER SHARE' 7- US. 

• A GOOD TRACK RECORD IN HEETING 
FINANCIAL AND STRATEGIC OBJECTIVES. 

IK! CCttilMD »IF£ - S: 


to leasing and private banking. From health insurance and pensions to insuring industrial risks. 

Strategy 

Fords’ policy is based both on the qualities of the individual companies 
and on the combined strengths of the group. Each company must be 
able to operate independendy so that it can respond adequately to the 
specific and changing requirements of its own market. On the other 
hand, these same companies can work together and so profit from each 
other’s knowledge and experience. This combination of strengths will 
continue to inspire Fords people everywhere - now more than 34,000 
worldwide - to deliver truly impressive performance. 

More information? 

In the Netherlands, call: 31 (0)30 257 65 49. In Belgium, call: 
32 (0)2 220 9349. Or visit the Fortis Internet site at: 


Together; the Fortis companies offer a broad range of financial services. From savings and loans htlp//www.fortis.coin 
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Flexibility pays dividends 


Pragmatic 
collaboration has 
contributed to an 
impressive rate of 
job creation 


Since July this year, 
working weeks at Akzo 
Nobel, the Dutch ^bsmiraiig 
producer, have been divided 
into “blocks". In principle, 
employees get twice as many 
days of leave as before. But 
the company may buy some 
of these extra “off" blocks in 
busy times, and employees 
may sell them by volunteer- 
ing to work, with the man- 
agement's approval. 

Akzo describes the system 
as “a box of Lego cubes with- 
out a construction manual". 

Though it may be too 
early to assess the merits of 
this particular arrangement, 
it illustrates a fast-moving 
trend towards shorter work- 
ing weeks and more flexibil- 
ity in the Dutch labour mar - 
ket. Such pragmatic 
collaboration between 
employers and trade unions 
has contributed to the 
impressive rate of job cre- 
ation in the Netherlands. 

ABN Amro Rank says the 
number of Dutch people in 
work has increased by 16 per 
cent over the past decade 
and a half, compared with 
an average of 4 per cent for 
the European Union. Last 
year alone, the figure rose 
by 110.000, and the social 
affairs ministry estimates it 
will have helped create 
465,000 jobs in the four years 
to the end of 1998. 

Same 15 years ago, trade 


unions agreed to wage mod- 
eration in return for a 
shorter working week and a 
commitment to employment 
creation. The average work- 
ing week was reduced from 
40 to 38 hours, while the 
unions proved open-minded 
and consistently modest in 
their wage demands. This 
has since led to a 3&hour 
week far most civil servants 
and some private sectors, 
such as banking staff. 

But it has also helped to 
create alternative, increas- 
ingly flexible working 
arrangements. “That would 
be unthinkable in other 
countries because the trade 
unions would immediately 
cry foul’," admits Jan- Wil- 
lem van den Braak, an 
employment expert at the 
Dutch employers' organisa- 
tion, VNO-NCW. 

To the initial dismay of 
their European colleagues, 
Dutch trade anions hilly 
supported efforts to redis- 
tribute work through 
part-time employment. As a 
result, 37 per cent of Dutch 
employees work less than a 
full week - by far the high- 
est rate of part-time employ- 
ment in the Industrialised 
world. 

Predictably, the strongest 
demand for part-time 
employment comes from 
women. In the early 1980s. 
little more than one-third of 
women were in the labour 
market: the country's Cal- 
vinist traditions dictated the 
distribution of roles within 
the family. Now more in 
tune with, other European 
countries, nearly half of 
Dutch women work outside 


the home, and of those about 
two-thirds have part-time 
jobs. 

Meanwhile, The Hague 
adopted a string of labour 
market reforms that 
strongly stimulated the cre- 
ation of so-called “flex-jobs", 
from temporary contracts to 
on-call jobs, that represent 
about 15 per cent of all 
Dutch employment, accord- 
ing to government estimates. 

In the past three years, the 
number of flex-jobs has 
increased by a third, with 
the number of temporary 
contracts soaring by 75 per 


37 per cent 
of Dutch 
employees 
work less than 
a full week 


cent. The proportion of tem- 
porary workers in the Dutch 
labour market thus reached 
an unusually high 3.5 per 
cent last year - more than 
double the level of Germany. 

According to economists, 
this increased flexibility was 
made possible not only by 
specific deregulatory moves 
but also by the decentralisa- 
tion of labour negotiations. 
Talks about wages and work- 
ing conditions, that used to 
be held at national level, 
may now be conducted by 
individual companies to cre- 
ate packages that match 
their specific needs. 

It was this shift that 
allowed Rabobank, far exam- 
ple, to push ahead with the 


introduction of flexible work 
schedules. In line with col- 
lective labour agreements 
signed by the Dutch banking 
sector two and a half years 
ago, Rabo has reduced its 
working week to 36 hours. 
But it was also able to reach 
a special deal with the 
unions, as a result of which 
employees may, for example, 
be expected to work until 
9pm without receiving over- 
time rates. The bank says a 
large share of the jobs cre- 
ated in the past two years 
were linked to the agree- 
ment 

At the same ttme, the gov- 
ernment has created further 
job opportunities by engi- 
neering more general eco- 
nomic reforms, such as lon- 
ger opening hours for 
retailers. Employment 
growth has been boosted by 
tax cuts as well as subsi- 
dised employment schemes 
that focused on the lower- 
skilled and long-term unem- 
ployed. 

While acknowledging the 
progress that has made, 
some economists point out 
that, in some sectors at 
least, labour regulations are 
still inflexible enough to 
deter foreign investors. They 
also .question the security 
and the quality of the jobs 
that were created, arguing 
that low-skilled, subsidised 
jobs slow down the growth 
of Dutch productivity. 

Fred Pallada, an economist 
at ING Bank said: “As 
favourable as the trend may 
be, it remains to be seen how 
many of the new jobs will 
survive an economic down- 
turn." 
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EMPLOYMENT AGENCIES • by Barbara Smit 


Permanent position for temps 


Companies are 
increasingly 
turning to 
"external 
flexibility” 


In June the flotation of 
Vedior, the Dutch temporary 
employment agency, was 
greeted with such enthusi- 
asm on the Amsterdam 
stock exchange that the 
price range for the shares 
was raised at the last min- 
ute, yet they were still 30 
times oversubscribed. 

Vedior promises 
double-digit growth in its 
domestic market for the 
years to come as well as a 
foreign acquisition spree. 
Gert Smit, chairman, intends 
te double the company's 
Dutch market share to some 
20 per cent within the next 
three years, while also 
increasing its European 
share from the current eight 
per cent to about 15 per cent 
in five to 10 years. 

The listing of Vedior, a 
spin-off from the Vendex 
retailing company, has pro- 
vided investors with an 
insi g ht into the scope and the 
prospects of a domestic mar- 
ket worth an estimated FI 
9.4ba 

Vedior is the third largest 
Dutch temporary employ- 
ment group, with sales of 
about FI 5bn in this sector 
through a network of agen- 
cies in seven European coun- 
tries. (The company also pro- 
vides cleaning services.) 
More than half of these reve- 
nues come from France, the 
continent’s largest market, 
where Vedior acquired Bis 
this year. 

Overall the Dutch temping 
market grew by nearly 24 per 
cent last year, and although 
this expansion is expected to 
slow, most experts still fore- 
cast growth of about 10 per 
cent. “Demand is increasi n g 
at such a pace that some 
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The Mai e Tower, heme to the VNO-NCW, the Dutch employers' organisation. "Wage moderation and a 
shorter working week have led to increasingly flexible working arrangements” pm* wn m *fcw 


agencies are having trouble 
finding temps,” says Jurgen 
Veenker, an analyst at Mees- 
Pierson, the investment 
bank. 

Temporary employment 
came to the Netherlands 
largely through Frits 
Goldschmeding; chairman of 
Randstad, who created the 
company as part of a student 
project 25 years ago. This has 
became Europe's third larg- 
est player behind the Swiss- 
French Adecco and Man- 


power. 

Meanwhile, temping has 
become a widespread and 
socially acceptable form of 
employment in the Nether- 
lands. Roughly 3.5 pea: cent of 
the Dutch working popula- 
tion is hired through temping 
agencies, compared with only 
1.5 per cent in France and 
less than 1 per cent in Ger- 
many, and analysts say the 
Dutch numbers could reach 
about 5 per cent in less than 
10 years. 


“Firing employees still 
entails very tedious and 
time-consuming procedures 
in this country," explains Mr 
Smit.” As a result Dutch 
employers gladly resort to 
temporary employment, an 
alternative that gives them 
some flexibility while also 
providing employees with 
very decent social protec- 
tion." 

Nowadays, a large part of 
the growth in the Dutch mar- 
ket comes from the shift 


within the segment of “flexi- 
ble jobs" that makes up 
about 10 per cent of Dutch 
work contracts. Employers 
are increasingly turning to 
“external flexibility” through 
temp in g agencies - instead of 
using internal instruments, 
so that temporary employ- 
ment is growing at a much 
faster pace than the overall 
“flex” market 

Vedior is pursuing even 
quicker growth by focusing 
on the top end of the market, 
such as information technol- 
ogy, as well as sometimes 
downmarket specialities. For 
example, it has bought an 
agency that specialises in 
unskilled jobs for fruit and 
vegetable pickers. “This may 
not sound very glamorous 
but the service is so specific, 
including shuttles to pick up 
wmkers from home, that it 
still enables us to net very 
interesting margins,” says Mr 
Smit 

Through a deal with the 
government employment ser- 
vices, Vedior has also gained 
access to unemployment 
files. “Making these people 
employable often requires as 
much professional training as 
psychological assistance, but 
the set-up is unique in 
Europe," says Mr Smit In 
collaboration with the Start 
agency, Vedior hopes to cre- 
ate about 30,000 (subsidised 
and low-paid) assignments 
this year on the basis of this 
agreement From next year 
the market should be further 
boosted by changes in labour 
regulations. Under the pro- 
posed reforms, temporary 
employment agencies will 
have to offer their temps a 
permanent contract when 
they have completed assign- 
ments over a period of 18 con- 
secutive months for a single 
employer, or after three years 
of regular assignments. On 
tire other band, the current 
rule dictating that a tempo- 
rary contract may not last 
longer than three months 
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will be abolished. 

“This will force us to 
become employers ourselves, 
instead of just acting as inter- 
mediaries," says $jaak Six, 
manag in g director of Adecco 
in the N etherlands, “But an 
the whole the reforms should 
have a positive impact an the 
marke t, because it win also 
help US to bind the temp s to 
our agency." Besides, Mr 
Smit estimates that the pro- 
portion of temps who fail to 
obtain a permanent contract 
in three years reaches only 
about 5 per cent 

With a Dutch turnover of 
some FI 800m last year, 
Adecco is the fourth largest 
player, making it the most 
prominent among the foreign 
groups who have spread into 
the country. Vedior admits 
that this international inter- 
est is adding to the pressure 
an margins and raising the 
price of domestic acquisi- 
tions. 

As a result, the largest 
Dutch temporary employ- 
ment companies have them- 
selves set t he ir sights on for- 
eign markets to guarantee 
further growth. They see 
many opportunities to other 
European countries, where 
legislation is starting to 
loosen up - and especially in 
the German market, that is 
still underdeveloped and 
hugely fragmented. 

Randstad, the undisputed 
Dutch market leader with a 
share of some 34J5 per cent 
last year, is already an estab- 
lished international player, 
and the acquisition of Bis has 
also strongly raised Vedior’s 
European profile. 

“The Bis transaction has 
propelled us onto the scene of 
European players, so that 
takeover candidates are now 
coming to us," says Mr Smit 
He believes that the world- 
wide market will soon be 
dominated by “no more than 
a handful of companies", and 
that the Dutch leaders are in 
good shape for the race. 
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TECHNOLOGY* by Simon Kuper 


Betas start to edge ahead of arts graduate chiefs 


T 


Technical 
expertise has 
been seen as a 
slower route to a 


company car 


The tiling to be In the 
Netherlands today is a tech- 
nician. That is because so 
few people are. 

Pay for technical workers, 
from whizzkids to the lowly 
skilled. Is rising fast Com- 
puter programmers, the 
rarest species of all, get 
phone calls from headhunt- 
ers almost daily. Companies 
are so desperate to recruit 
them that one offered bal- 
loon rides as a lure; one bal- 
loon landed on the middle of 
a highway. Other companies 
simply offer their employees 
bounties as high as FI 30.000 
for bringing In new staff. 


The automation sector, 
which has 200.000 employees, 
is estimated to need about 
20,000 more specialists. 

In the fast growing Dutch 
economy, with its official 
jobless rate of less toan 6 per 
cent, the lack of technically 
trained workers could 
become the biggest bottle- 
neck. Only one In 16 Dutch 
students takes a technical 
science, compared with one 
in five in Germany. The pro- 
portion has been falling 
sharply recently, just as in 
many other European coun- 
tries, so the shortages are 
forecast to spread to maths, 
engineering and other tech- 
nical fields. A survey this 
year by VNO/NCW, the 
Dutch employers' organisa- 
tion. found that 64 per cent 
of companies already had 
trouble attracting qualified 
staff. Politicians are express- 


ing strong concern. 

True, toe Netherlands has 
little heavy industry that 
requires countless techni- 
cians. Fokker, the aerospace 
company, has gone bust, 
while Phillips, the electron- 
ics giant, has shed workers. 
Only 21 per cent of Dutch 
workers are estimated to 
have a technical job, com- 
pared with 30 per cent in 
Italy, Germany and Japan. 

The Dutch historically do 
not make things. “In the 
Netherlands we can do 
almost nothing,” jokes Leo 
Overmars, director of the 
Dutch bankers' association. 
“We can’t make capital 
goods. It's a disaster. But 
one thing we do very welt 
trade and finance," 

"Dutch companies supply 
South African coal to Tur- 
key,” marvels Arnold Ver- 
ruijt, an engineering profes- 


sor at the Technical Univer- 
sity of Delft. Yet he has writ- 
ten a report saying that the 
country needs twice as many 
technical workers as it pro- 
duces. 

The reason is that 
although the Netherlands Is 
largely a service economy, 
its companies are avid users 
of computers. Internet use is 
among the highest in Europe 
and growing almost too 
quickly to measure. The 
“year 2000" computer prob- 
lem and the approach of 
European monetary union 
has raised demand for pro- 
grammers. As more compa- 
nies automate their pro- 
cesses, the demand for 
technical workers is expec- 
ted to rise permanently. In 
the past, demand for them 
just went up and down. 

Some companies, such as 
the airline KLM, are coping 


with the shortage by farm- 
ing out technical work to 
countries such as India. A 
few foreign engineers have 
come to the Netherlands. 
But importing labour is not 
seen as the solution, because 
few foreigners speak Dutch 
or understand the country’s 
particular needs. A Dutch 
civil engineer, when starting 
a protect, always considers 
the local water level, notes 
Mr Verruijt A German or 
Frenchman does not. 

So how can the Nether- 
lands start producing more 
technically trained people? 

"It’s terribly difficult, 
because it’s a cultural prob- 
lem,” says Paul Hugts, dep- 
uty director of technology 
policy at the ministry of eco- 
nomic affairs. Many Dutch 
people still regard techni- 
cians as workers in overalls 
doing badly-paid, dirty jobs 


at heavy machines. "People 
think of types of work that 
haven’t been done for 
years," says Mr Hujits. Per- 
haps for that reason. Dutch 
women are even less likely 
than women in other coun- 
tries to take technical 
courses. 

Technical degrees are con- 
sidered difficult, and are 
seen as a slower route to 
wealth and a company car 
than studying law or eco- 
nomics. “Why taka a tough 
degree and become a physi- 
cist if you can take an easipr 
degree and become his 
boss?" is a common ques- 
tion. 

Technical work is seen as 
“a one-way street just for 
nerds," says Joke van den 
Bandt, technology policy sec- 
retary at the VNO/NCW. 
“Every child says, *Ob God, 
no . A computer company 


based above her office finds 
ttsdf compelled to fly In pro- 
grammers from all over the' 
world. 

Perhaps the names say it 
best: arts students are 
known in the Netherlands as 
“alphas", while science stu- 
dents are betas". 

The government, compa- 
nies and universities are 
running schemes to improve 
tha image of betas. Professor 
Verruijt has invited 60 
school pupils to his faculty 
to talk about earth move- 
meats - not a Dutch special- 
tty, he concedes, but a sexy 
subject His university and 
companies are paying grants 
to some students to take 
technical degrees. Workers' 

are being retrained. 

But all groups agree that 
the solution must come from 
the market When technical 
workers start earning zoom. 


more people wifi enter the 
field. That, indeed, to just 
starting to happen. A report 
m 1995 showed - that from 
1585 to 1992 afrrfajsrwhether 
highly skilled or not, earned 
more than betas . Low-ekffled 
technicians earned 12 per 
cent store toan their non- 
technical eam vaiPTite 


Last month; a report by’ 
the Researchcentrum voor 
Onderwijs en ArbeMsmarkt, 
which researches education 
a nd t he - labour .market, 
showed that betas now earn 
more. “We -need more 
hke that," says Mr - 

verruijt.- The message- may 
^heady .be feeding flwr mp yr 
This academic year,- the 
number of atudemts at his 
Technical University- was 
forecast to foil by 5 pgr 
instead, it rose slightly. That 
is what the economv nn^« . . 
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BIOTECHNOLOGY 

The scientific choices are vast but making 
the right business decision is proving as vital 
as the development of a good product. 
Daniel Green reports 

Corporate rules of 
natural selection 


T he biotechnology 

industry is poised 
between triumph and 
disaster, again. In the past 
few months company shares 
have collapsed or shot up. 
depending on the progress of 
drag trials, alliances with 
the pharmaceuticals indus- 
try and the mood of the mar- 
ket New: company flotations 
have dried up in London but 
a ppear to. have picked up in 
the OS. Sales of the few 
products that are oh the 
market have alternately dis- 
appointed and excited inves- 
tors. 

The forces that buffet the 
industry range from fads in 
science, to the confidence of 
the pharmaceuticals indus- 
try, through to stock market 
sentiment. Understanding 
how these forces change and 
interact can provide dues to 
where the industry will go 
next 

But first it is important to 
define “biotechnology". To 
scientists it means making 
molecular changes to living 
or almost-living things such 
as proteins. This could 
involve using powerful com- 
puters to design new pro- 
teins that can be used as 
drugs, or genetically engi- 
neering sheep to produce 
medicines in their niiHc 
Bat to governments, 
industrialists investors, 
biotechnology is aboat 
start-up companies that use 
patented science to develop 
healthcare, products. 

The vast majority of these 
companies have bear fanned 
since the early 1980s when 
the US government began a 
programme to move the 
results of federally funded 


scientific research into Qie 
private sector. 

That coincided with a time 
when Californian venture 
capitalists were seeking new 
vehicles in which to invest 
the money they made in 
Information technology. This 
collision of science and 
money has resulted today in 
300 US biotech companies 
being listed on the Nasdaq 
exchange and at least 1,000 
more being privately held. 

In Europe, venture capital 
and an entrepreneurial cul- 
ture are more scarce. Never- 
theless, the number of Euro- 
pean biotech companies 
grew 23 per cent between 
1995 and 1996 to more than 
700, according to accoun- 
tants Ernst & Young. 

‘ This simple history con- 
ceals two decades of cyclical 
fortunes. In 1993 several 
drugs aimed at treating sep- 
tic shock failed at the Anal 
hurdle before being submit- 
ted to drugs regulators. The 
subsequent capital famine 
lasted almost three years 
and led to job losses. Many 
young companies were 
driven to sen their develop- 
ing te chnolog y to the phar- 
maceuticals Industry. 

The rally, when it came, 
was short lived. Another, 
earlier this year, slowed 
when high profile drugs 
from Autoimmune, Cam- 
bridge Neuroscience and oth- 
ers proved disappointing in 
final medical trials. 

This time, the suppliers of 
capital rediscovered their 
courage within five months; 
between August 29 and Sep- 
tember 30 tws year, the aver- 
age biotech stock in the US 
rose in share-price' by more 


than 14 per cent, according 
to the industry newsletter 
Bioworld Financial Watch. 

These gyrations are about 
more than share prices. Gov- 
ernments across the devel- 
oped world increasingly see 
biotechnology as one of the 
growth Industries of the 21st 
century. Germany has ear- 
marked DM150m for the 
industry, and German bio- 
tech company Qiagen is one 
of Nasdaq's 1997 stars. 

Last year, the UK 
launched a government- 
backed “crusade for Biotech- 
nology" and already has the 
biggest biotech sector in 
Europe by far. 

France this year pledged 
FFrl.5bn to support the 
industry. Genset, also Nas- 
daq quoted, has seen a rise 
in shares by almost half 
since January, thanks partly 
to a deal with Chicago-based 
diagnostics company Abbott 
Laboratories to apply genet- 
ics research to diagnostics. 

So how should investors, 
employees or governments 
regard the sector’s pros- 
pects? They cannot look to 
company accounts: with a 
handful of exceptions, bio- 
tech companies lose money. 
Their share prices depend 
not on current trading but 
on how research might turn 
out several years from now. 

The experienced take sev- 
eral approaches, all far from 
foolproof. Most important is 
the use of th p pharmaceuti- 
cals industry as an auditor 
of scientific strength. 

Biotech companies are 
founded on scientific ideas 
developed over an extended 
period. They usually lack 
expertise in drug develop- 
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ment (putting new medi- 
cines through clinical t rials ) 
and marketing, but US 
research suggests that they 
are twice as efficient at turn- 
ing research and develop- 
ment (R&D) into products as 
pharmaceuticals. They are 
hungry for cash from outside 
sources because they have 
no sales revenue. 

Pharmaceuticals compa- 
nies are among the richest 
in any industry hut face a 
problem: their in-house 
research and development 
division are not producing 
enough new drugs to sustain 
growth rates. According to a 
survey by Andersen Consul- 
tants this mo nth , the top ten 
companies need to improve 
R&D productivity no less 
than tenfo ld to hit their tar- 
get growth rates. 

That makes biotech and 
phar ma a perfect match. 


Indeed two companies, 
Pfizer of the US and French- 
owned Rhdne-Poulenc Rarer, 
have set up information net- 
works for their biotech com- 
pany partners to help exploit 
links and overlaps between 
their technologies. 

A typical pharma-biotech 
deal will involve a series of 
payments by the large com- 
pany, the loan of staff, the 
funding of cHniral trials (the 
most expensive part of 
research and development). 
In return, the pharmaceuti- 
cals companies gets market- 
ing rights to the drug. 

The UK’s Cell tech has five 
such partnerships: with US 
companies American Home 
Products. Merck and Sche- 
ring-Plough, with Germany's 
Bayer and the UK’s Zeneca. 

Under the Merck deal, for 
example. Cell tech receives 
up to £31m in staged pay- 


ments as research prog- 
resses, and a royalty on 
products that go on sale. In 
return. Merck gets global 
marketing rights. 

Such deals share both 
risks and rewards. CeQtech 
has to share any profits with 
its partners. But the failure 
of the Bayer drug showed 
how partnerships are a cush- 
ion when disaster strikes: 
Bayer lost more than £l 00 m. 
Cell tech just a few million. 

For most, such trade-offs 
are worth it. There is a 
minority, however, for 
whom this approach is not 
enough. They are inspired 
by California’s Amgen, the 
world’s most successful bio- 
tech company, founded in 
1980 and now with a market 
value of $13bn. 

The chief executives of 
companies such as British 
Biotech, and Biogen and 


Tularik in the US, paint out 
some of the disadvantages of 
powerful partners. Losing 
control of a project can be 
disheartening and some- 
times damaging 

David Goeddel, Tularik’s 
chief executive, has a solu- 
tion: “We want to be a phar- 
maceuticals company.” 

This high risk approach 
has its fans. Tularik is a pri- 
vately held Californian com- 
pany whose last round of fin- 
ancing, with Swiss fund 
Pharma Vision 2000, valued 
it at an almost unhear d of 
$400m. Tularik does not even 
have its first compounds in 
clinical trials. 

Mr Goeddel has three 
great advantages over other 
Mnterfi chief executives: he 
is widely regarded as a 
genius, he has a strong 
record at Genentech, one of 
northern California’s most 
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successful biotech compa- 
nies, and his area of science 
is fashionable. 

In science, different 
approaches are alternately 
hailed and dismissed. Some 
of today's favourites are: 

• genomics, the detailed 
study of genes and their 
fimctions; 

• gene therapy, where 
genes that cause a disease 
are replaced; 

• gene chips, in which frag- 
ments of genetic material 
are attached to silicon chips 
and thence to computers; 

• signal transduction, 
inf! uencing the way in 
which genes are switched on 
and off (Tularik’s speciality). 

The investive nature of 
science combined with equi- 
ty-based financing means 
that the biotech industry has 
an extraordinary resilience. 
Biotech companies can be 
continually renewed. If a 
project foils, a new one will 
be started with whatever 
cash is left, usually by licen- 
sing new research results 

from apMilpTnia 

Science itself moves errati- 
cally, with many more blind 
alleys. There will always be 
disasters, but as long as 
there is progress and a 
method for transferring the 
fruits of such progress Into 
private companies, biotech 
will promise triumph. 



Waking fa a 
Healthier Future 




Baooom p ilibtes 

BrilshM 

Gsmhrfe3^£Aoty 


Pfizer is a research-based health care 
company with global operations. 

Pfizer Limited, at Sandwich in Kent, 
employs some 3400 people, most of 
whom are involved in the research, 
development and manufacture of 
medicines for the treatment of 
disease in humans and animals. 
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UNITED KINGDOM • by Daniel Green 


Fission of business culture 


The industry is 
multiplying faster 
than expected - 
but it remains 
difficult to predict 

Nineteen ninety seven will 
go down as the year that the 
UK biotech sector got a dose 
of reality. At least that is the 
view of veteran US inves- 
tors, who have long regarded 
the UK as the place that 
pays too much for biotech- 
nology stocks. 

For UK investors, the 
series of setbacks endured 
by companies as well known 
as British Biotech. Scotia 
and Cell tech came as a nasty 
shock. Most companies, even 
those not delivering bad 
news, have suffered as 
bruised investors chose to 
park their cash elsewhere 
for the time being. The 
long-term prospects of bio- 
tech are hard to dispute, 
although this is of little com- 
fort to those trying to over- 
come today's problems. 

The misery of the UK bio- 
tech sector is not just about 
shareholders. The stockmar- 
ket is one of biotech’s two 
main sources of capital (the 
other is tho pharmaceuticals 
industry). Without a robust 
performance from quoted 
companies, institutional 
investors hesitate to buy 
into new and rights issues. 
Indeed, the window for bio- 
tech flotations in the UK has 
been shut since late sum- 
mer, and biotech specialists 
in banking and public rela- 
tions are courting pharma- 
ceuticals companies instead. 

That could undermine one 
of the UK’s fastest growing 
industries. Between 1994 and 
1996, the number of biotech 
companies researching new 
drugs doubled, according to 
consultants Arthur Ander- 
sen. There have also been 
strong rises in the number of 
diagnostics companies and 
in those using biotechnology 
far agricultural and environ- 
mental applications. 

And there is mounting evi- 
dence of the problems that 
are being caused to the sec- 
tor. Several private biotech 
companies have postponed 
their flotations. Skye Phar- 
ma’s rights issue in Septem- 
ber - biotech’s most recent 
capital raising exercise - 
had to be sold at 45p a share, 
compared with the 75p it 
mustered in a 1996 rights 
issue. 

This amounts to the big- 
gest cash crunch the UK bio- 
tech sector has faced in its 
17 year existence. But bio- 
tech veterans have experi- 
enced difficulties before and 
believe that it is only a mat- 
ter of time before the situa- 
tion improves. 

UK biotech was bom on 
November 11 1980, offspring 
of the Labour government of 
the 1970s. Its siblings were 
Inmos and Nexos, semicon- 
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ductor and office automation 
companies respectively. All 
three were part of a govern- 
ment scheme to ensure that 
the UK participated fully in 
the commercialisation of 
new technologies. 

Celltech's public sector 
childhood was not a happy 
one. The quality of research 
was high, but the company 
found it difficult to turn that 
science into products for 
clinical testing. By 1990, 
when the company was reor- 
ganised to make It more 
commercial, the private sec- 
tor had produced its own 
biotech companies. 

That first generation, 
including British Biotech, 
Xenova, Scotia and CeDtech, 
came to the stock market 
market in around 1993. After 
a hesitant start, their share 
prices rose rapidly, attract- 
ing a much larger second 
wave of companies to the 
market last year. 

Now there are 38 compa- 
nies listed in London that 
can loosely be described as 
biotech. They range from 
British Biotech, with a mar- 
ket capitalisation of almost 
£lbn down to tiny Biofocus 
quoted on the Ofex market 
and with a market capitalis- 
ation of about £1.5m- 

A1 though this is still small 
compared with the 300 or so 
listed in the US. the breadth 
of approaches and technolo- 
gies is comparable. More 
than half the quoted compa- 
nies are searching for new 
drugs. Cancer is a popular 
target because it kills so 
many people and because 
existing treatments are not 
very effective. Other areas of 
research range from anaes- 
thetics and asthma to schizo- 
phrenia and vaccines. 

Some companies are sell- 
ing tools to increase the effi- 
ciency of drug discovery, an 
area which has spawned 
some of the highest profile 
US companies. These range 
from software to design mol- 
ecules and methods to speed 
up the selection of potential 
drugs from large numbers of 
candidate molecules. 
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through to genetics. 

Those not involved 
directly in drug research 
Include companies In diag- 
nostics. such as Dundee’s 
Shield with a potential 
replacement for cholesterol 
tests, or in medical devices, 
such as Powderj ect's needle- 
less injections. 

The total makes the UK 
easily the biggest biotech 
sector in Europe. Only a 
handful of companies from 
continental Europe - spread 
between France Germany, 
the Netherlands and Den- 
mark - are listed, mostly on 
Nasdaq. 

The UK industry is begin- 
ning to aganwip critical itiass- 
Tbis is because of the rap- 
idly growing number of pri- 
vately held companies, and 
an apparent change in atti- 
tude among academic 
researchers who once 
spumed the world of com- 
merce. 

A brief survey by the FT 
uncovered more than 50 pri- 
vately held biotech compa- 
nies at various stages of 
development Some of these 
businesses consist of little 
more than a scientist and a 
patent looking for funding. 
But others are established 
businesses that in happier 
times would already have 
achieved stock market list- 
ing and respectable valua- 
tions. 

The pace of growth is con- 
tinually taking even senior 
insiders by surprise. A 
senior executive at Oxagen 
this summer believed he was 
joining the UK's only genom- 
ics [the application of the 
increased understanding of 
how human genes work] 
company. As the table in 
this survey shows, there are 
at least four such companies. 

Fortunately for most of 
these companies, capital is 
pouring into early stage 
investment funds even as it 
is being withheld from pub- 
lic companies. 

Most of the specialist UK 
biotechnology venture capi- 
tal investors have raised 
new money this year. They 
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include Rothschild, Merlin, 
Abingwortb, Reabourne, 
Apax, the Prelude Trust and 
a Medical Research Council 
fund. 

At an even earlier stage, 
there has been a flowering of 
regional organisation 
devoted to Fostering new bio- 
tech start-ups. They twninrin 
the Scottish Biomedical 
Research Foundation, the 
Eastern Region Biotechnol- 
ogy Initiative, and a London 
biotechnology initiative. A 
brief survey Is included sepa- 
rately on this page. 

The trouble is that all 
these organisations ulti- 
mately rely largely on 
healthy stockmarket perfor- 
mances by established bio- 
tech ryimpaniRR 

Some might argue that 
good science will always find 
capital from the pharmaceu- 
ticals industry. But the US 
experience has shown that 
dull stock markets allow 
pharmaceuticals companies 
to buy biotech-invented tech- 
nology cheaply. 

So what, if anything, will 
restore confidence in public 
biotech companies? The 
answer is simple: success in 


clinical trials a nd in convinc- 
ing health regulators. Most 
of this year's trouble has 
been the result of fell ores in 
trials, especially from Cell- 
tech whose drug for septic 
shock failed in spectacular 
fashion in May. More thaw 
£ 100 m been committed 
to the project, largely by 
Celltech’s pharmaceuticals 
industry partner Bayer. 

The news over the next 
few months might' involve 
partnership devils or regula- 
tory approval for drugs from 
Cartecs, Scotia, Therapeutic 
Antibodies and others. 

But the real question mark 
lies over British Biotech’s 
Mnfw drug marimastat. So 
many hopes are riding on its 
success that failure would 
cast a long shadow over the 
sector. ' Those results are 
expected In the first half of 
1999, so any improvement in 
market sentiment between 
now and tben is likely to 
attract a rush of flotations 
and rights issues to avoid 
the possibility that a mari- 
mastat failure would depress 
sentiment once more. 

Tbe only thing that , is cer- 
tain about the biotech sector 
is that there will be both 
pleasant and maty surprises 
between now and marimas- 
tat's results. Some will come 
from the most unexpected of 
sources: in January this year 
one London-based biotech- 
nology analyst said that 
shares in Scotland’s PPL 
Therapeutics were not worth 
holding because no news of 
progress was expected for at 
least two years. Two months 
later Dolly the cloned sheep 
Triads ppl the most famous 
biotech company in the 
world. A couple more of 
those, and biotechnology 
will begin to live up to its 
hilling as an important 
industry for the 21 st cen- 
tury. 

Turn to page six for a survey 
of the activities of UK biotech- 
nology companies. 
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SCOTLAND • by James Buxton 


Clones make the world take note 


Dolly the sheep 
focused 
attention on 
Scotland as a 
research centre 

Scotia, the quoted UK 
pharmaceutical company, 
used to be based in Guild- 
ford. Surrey: handy, you 
might think, for corporate 
customers and institutional 
investors. But about 18 
months ago it fulfilled its 
long-standing aim of moving 
to central Scotland by build- 
ing a new headquarters in 
Stirling. 

Scotia is an unusual com- 
pany, and not just in its con- 
centration on prod acts 
which act on lipids - fatty 
molecules that moke up the 
membrane of cells - rather 
than on proteins or genes. 

It believes in dispersing its 
research and production into 
small units Ear from big con- 
urbations, such as Callanish 
on the Isle of Lewis in the 
Outer Hebrides, Carlisle in 
Cumbria, and Nova Scotia in 
Canada. 

David Horrobin, its 
rounder and chief executive, 
says that it chose Scotland 
for its head office, “because 
the Scottish universities 
have proved more respon- 
sive to us than others, and 
because about half our clini- 
cal trials are carried out 
with Scottish hospitals’*. 

The company also found 
that Scotland was a good 
place to recruit scientists 
and an attractive environ- 
ment for luring scientists 
and executives away from 
the south of England. 

Scotland is one of the UK’s 
three main clusters of bio- 
technology, the others being 
the Cambridge area and the 
London-Oxford corridor. 
Scottish Enterprise, the 
development agency, reck- 
ons there are 43 biotechnol- 
ogy and 48 biotechnology- 
related companies in Scot- 
land. employing 5,382 people 
- two and a half times more 
than in 1993. 

John Bremner, head of the 
biotechnology group at Scot- 
tish Enterprise, points, like 
Dr Horrobin, to the universi- 
ties as a key to Scotland’s 
strengths in the sector. Uni- 
versities in Scotland produce 
a higher percentage of bio- 
technology-related graduates 
than others in the UK. 

Biotechnology-related 
departments at Glasgow, 
Edinburgh, Dundee, Strath- 
clyde and Heriot Watt (also 
in Edinburgh) universities 
score highly in external 
assessments of their perfor- 
mance, with Aberdeen, St 
Andrews and Stirling not far 
behind. 

“Most new biotech compa- 
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nies In Scotland originated 
in a univerefty, or in a tech- 
nology based on a univer- 
sity,” Mr Bremner says. Oth- 
ers are spin-offs from 
existing companies. 

The biotech industry In 
Scotland is humming at the 
moment, with companies 
expanding and developing 
products, new companies 
being formed, and advances 
being made In research at 
the universities. Scottish 
Enterprise's biotechnology 
group hopes to see 4,000 
more jobs created in the 
next four years. 

Nothing has done more to 
awaken the world to Scot- 
land as a biotechnology cen- 
tre than Dolly the sheep, the 
world’s first done of a large 
adult mammal, created from 
cells taken from other sheep. 

Dolly, whose existence was , 
revealed early this year, was 
produced by PPL Therapeu- 
tics, a biotech company 
based in Midlothian, the 
nearby Roslin Institute, a 
publicly-funded research 
institution. PPL, which had 
been backed by Scottish 
Enterprise, was floated on 
the London Stock Exchange 
in 1996. 

PPL and Roslin are now 
beginning to “breed” sheep 
containing a human gene 
whose milk will produce a 
human protein that can be 
extracted and given to 
human patients, raising the 
possibility of treating a 
range of diseases from 
haemophilia to osteoporosis. 

A sheep called Polly contain- 
ing a human gene was bom 
in July. 

Another quoted Scottish 
biotech company is Shield 
Diagnostics, which speci- 
alises in products for disease 
testing. Shield has a rela- 
tively long history for a bio- 
tech company: . it was 
founded in Dundee in 1982 
by entrepreneurial scientists 
from Dundee University and 
the city's NlneweDs hospital. 

Shield was initially backed 
by the Scottish Development 


Agency (the forerunner of 
Scottish Enterprise) and. 
later, by English-based veh-. 
ture capital funds led by 
Apax Partners. It had a 
bumpy history until its stock 
exchange flotation in 1993. 
This year its shares leapt 
eightfold in a few days, 
before falling back, on hopes 
for Shield’s new test for 
heart disease. . 

This year saw tbe flotation 
of Core Group, a drug deliv- 
ery company which speci- 
alises in products aimed at 
improving the performance 
of existing drugs. 

Core Group is based at Kil- 
marnock, south-west of Glas- 
gow. Its lead product, a mor- 
phine suppository, -is 
awaiting regulatory approval 
in the UK. The company 
owns the licence to a sus- 


tained release .technology 
. used to contra! drug dosage, 
more efficiently. - 

A recently formed com- 
pany is Neurppa. which spe- 
cialises in the study erf gene 
function as a' tool for drug 
discovery. It is preparing a 
database which large phar- 
maceutical' companies will 
be able to use in research, on. 
neuro-d ©generative diseases 
such as Alzheimer's and Par- 
kinson’s. 

The chief executive and 
co-founder is Wayne Davies, 
a professor of biotechnology 
at Glasgow university, and 
the company has recently 
received a Elm investment 
from 3i through its Glasgow 
office. Earlier, it was helped 
in preparing its business 
plan by Targeting Technol- 
ogy, an arm of the Glasgow 


Development Agency which 
is part of Scottish Enter- 
prise. 

What is notable about the 
development of the Scottish 
biotechnology sector is that 
most venture capital funding 
comes either from compa- 
nies based in England or 
from public-funded institu- 
tions, mainly offshoots of 
Scottish Enterprise. Few 
Scottish-based fond manage- 
ment companies are conspic- 
uous investors in Scottish 
biotech companies.. 

Scottish Enterprise’s bio- 
technology group usually 
makes equity investments of 
around £ 100,000 in compa- 
nies. . Along with Lothian 
and Edinburgh Enterprise it 
haB put £250,000 into a fond 
set up at Edinburgh's West- 
ern general hospital by the 
UK-wide Medical Research 
Council to help new biotech 
companies. 

Meanwhile, Scottish Enter- 
prise and 31 have launched 
the Scottish Technology 
Fund to provide capital to 
high technology ventures In 
various field, including bio- 
technology. ' - 

Scottish , universities col- 
laborate in the Scottish Bio- 
medical Foundation which 
attracts f unding for research 
projects. The foundation 
recently arranged for YosM- 
tomi Pharmaceutical of 
.Japan to establish a neuros- 
cience research institute 
with Strathclyde 'and Glas- 
gow universities - another 
vote of confidence in Scot- 
land’s scientific base;' 
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AGRICULTURE • Jay Alison Maitland 


Frbin bare facts to 

optimism 


;■ iKe.angjst over 
genetically altered 
led to . 
tensions between . 
tfte^EU and US 

Geneve engin e ering of food 
crops: stirs powerful emo- 
tions-.This month, a small 
group , of ^people stripped 
naked cm the . roof of a Lan- 
don . advertising firm -which 
is inomoting Monsanto, the 
US. biotechnology company, 
hy mmin T 7 D 1 rattng the bene- 
fits of genetically modified 
farm products; 

- -The * activists, -from the 
Genetic Engineering Net- 
wqrk,' a coaHticm. of organisa- 
tions opposed to genetic 
engineering, said they 
wanted to expose the “naked 
truth about the genetic cov- 
er-up". 

Eye-catching stunts have 
abounded across the Euro- 
pean Union in the past year. 
Genetically engineered crops 
and foods -are becoming 
more common, and so are 
protests by environmental- 
ists. : 

Tomato paste was the first 
high-profile entry on to the 
market two years ago, made 
from tomatoes that stay firm 
longer. Because processing 
cost less, the paste was 


: cheaper and retailers 
reported little resistance to 
the clearly labelled c an s , 

For some time, gwwaHrmjT y 
modified 1 (GM) micro-organ- 
isms have been used to pro- 
duce an alternative to calf 
rennet to inaftq vegetarian 
cheese. In the US, other mod- 
ified crops that have won 
regulatory approval mcTutie 
potatoes, squash, oilseed 
rape and cotton. There has 
been no consumer uproar 
and many farmers appear to 
have adopted them enthusi- 
astically. 

But two -crqps ori ginating 
in the US have focused the 
attention of governments as 
well as “green" groups on 
the drawbacks of agricul- 
tural biotechnology. They 
are a soyabean developed by 
Monsanto to resist treat- 
ments with Roundup, Its gly- 
phosate herbicide, and maize 
engineered by Novartis, the 
Swiss biotechnology group, 
designed to kill the devastat- 
ing European com borer 
pest. 

Both offer financial and 
practical benefits to farmers 
and have been approved as 
safe for human and wnrmai 
consumption by the Euro- 
pean Commission. But con- 
cerns remain. One is that 
the maize, modified with an 
antibiotic-resistant “marker” 


gene, might confer resis- 
tance in animate awl f> n » n 
humans, though scientists 
consider the risk to be tiny. 
Austria and Luxembourg 
have threatened to take the 
commission to court for 
ordering the lifting of its 
import ban on the mai»» 

Another concern is that 
genes in modified crops that 
are resistant to weedkillers 
may jump into nearby 
plants, creating “super- 
weeds" that wfil need to be 
treated with more powerful 
c hem ical sprays. Recent field 
trials of modified oilseed 
rape in Europe showed its 
herbicide resistance spread- 
ing into surrounding conven- 
tional crops. 

The soyabean is also con- 
troversial because of its per- 
vasiveness in processed food. 
An estimated 60 per cent of 
these foods contain soya- 
beans or their derivatives. 
European farmers, retailers 
and consumer organisations 
say the altered soyabeans 
should be segregated so that 
consumers can choose. The 
US industry has refused to 
segregate an the grounds of 
cost and logistics. 

This year, the second year 
of commercial planting, 
about 20 per cent of the US 
soyabean crop is estimated 
to be genetically modified. 


Without segregation, new 
EU labelling requirements 
seem likely to mean all foods 
containing soya will be 
labelled as genetically modi- 
fied In case they contain a 
mixture of altered and con- 
ventional beans. Critics say 
that will hardly give con- 
sumers a choice. 

Supermarket shelves will 
soon have to display such 
labels. And more novel crops 
are in the pipeline. Nearly 60 
different crops have under- 
gone field tests in at least 34 
countries, according to Mon- 
santo. The number of acres 
planted globally for commer- 
cial use has risen from about 
5m last year to 30m. 

The angst over mail*, and 
soyabeans has led to trade 
tension between the US and 
the EU. But are European 
consumers really worried? 
Opinions vary from country 
to country. Groups opposed 
to genetic engineering say 
most consumers back them. 

The biotechnology compa- 
nies say consumers tend to 
feel more positive the more 
they know about the imme- 
diate environmental bene- 
fits, such as the drop in 
chemical use. Monsanto esti- 
mates US cotton growers 
used 250,000 gallons less 
insecticide last year thanira 
to its boll-weevil -resistant 


PATENTS • by Diana Stemfeld 


Legal debate widespread 


Ownership of 
man-made life, as 
an alternative to 
nature, excites 
strong opinions 

Genes are the codes that 
define living things. Some 
say “they are life itself". 
These kinds of sentiments 
help explain the public 
debate surrounding genes, 
not least in respect of their 
patentability. This is an area 
normally viewed as highly. 
- technical .■ exciting interest 1 
only in dry and dusty patent 
lawyers. 

Patent law treats genes 
and genetic engineering in 
just the same way as any 
other invention. To be pat- 
entable in Enrppe (as cov- 
ered by the European Con- 
vention), such an invention 
must be: 

• new; 

• not “obvious”; 

• capable of industrial 
application; and 

• “patentable subject mat- 
ter". 

To be considered new, an 
Invention must add to the 
current state of knowledge. 
A new method of isolating a 
gene, or an isolated gene 
with a new activity, or a new 
industrial use for a gene 
may fall into these catego- 
ries and be patentable. 

A gene, as it occurs in a - 
natural element such as the 
human body, will not be. It 
is not new - it has existed as 
part of the human genome 
since the beginning of life. 

An invention is not consid- 
ered obvious if what could 
be referred to as the “inven- 
tive step" of the patent 
would not have bear dear to 
the average specialist in, the 
field. The European Patent 
Office deals with .this by 
looking at inventions as 
tprfminsai solutions to techni- 
cal problems. For example, 
were the tools employed in 
the invention already avail- 
able to the inventor and, 
more to the point, would he 
or she have used them? 

If the invention can be 

wiailn nr liwuf ln anytrinri nf 

industry it: will be consid- 
ered capable of 'industrial 
application". In the field of 
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biotechnology thf«s maans if 
a technical purpose far an 
invention is not described - 
even if it is not the purpose 
for which it is ultimately 
used - it is not patentable. 
Patentable subject matter is 
defined by exclusion. Any: 

• discovery; 

• scientific theory; 

• variety of animal or 
plant; or 

• invention contrary to 
“qrdre public” or morality 
is not patentable subject 
matter. 

A gene, existing in its nat- 
ural state (as an element of 
the genome of a person), is 
not paten t able subject mat- 
ter. It already existed and 
was “merely” discovered. In 
Europe, where a gene cannot 
be patented, it is possible to 
patent an artificially synthe- 
sised gene or the replication 
of genetic information con- 
tained in the “natural gene”, 
ft is not the “natural gene” 
itself but it is a very good 
copy - com be made to 
do the same job - that is 
transmit the same message 
and express the same pro- 
teins. 

The position on genetically 
engineered plants and ani- 
mals is less certain. The 
uncertainty revolves around 
the morality and “variety” 


stks in the legal world ap 


exclusions. The “morality” 
arguments have formed the 
basis of widespread debate, 
gyriting strong opinions and 
much controversy. Patent 
law would not seem to be 
the most appropriate forum 
to determine issues that, as 
with many developing sci- 
ences, require public debate 
and which may ultimately 
lead to guidance and legis- 
lation from both national 
and international bodies. 
Very recently, the Council of 
Europe instructed its execu- 
tive to formalise a ban on 
the cloning of human beings 
in a protocol to the Euro- 
pean Convention on Biomed- 
icine. 

The issue on the "variety” 
e xc lusion Is whether genetic 
engineering is a technical, 
biological or microbiological 
process and, thus, whether a 
genetically engineered plant 
or animat is a “variety' 1 . 

Genetically engineered 
plants or animals, including 
transgenics such as Polly the 
sheep, are those that have 
been created or modified by 
a technical or microbiologi- 
cal process usually brought 
about by human interven- 
tion. The natural biological 
processes of the plant or ani- 
mal have also had a role to 
play In the creation of the 


genetically engineered plant 
or animal , it is because of 
this that there are argu 
raents about whether a 
genetically created plant or 
animal is a "variety” within 
the meaning of the law and, 

therefore, should not be pat- 
entable. 

In the Harvard Onoomouse 
proceeding before the Euro- 
pean Patent Office, it was 
decided that anim al and 
plant varieties are excluded 
from patentability, but not 
animals and plants per se. 
.As . the. Oncomouse - a 
mouse' engineered to develop 
cancer - was held not to be 
an “animal variety” it could, 
therefore, be patentable. The 
derision rests on what con- 
stitutes patentable subject 
matter, and specifically, 
what forms a “variety". 

The US position on patent- 
ing of genes and genetic 
engineering is, perhaps, bet- 
ter defined than in Europe. 
The "living character" of 
inventions does not prevent 
them being patentable sub- 
ject matter. The question to 
be answered is whether the 
invention constituted a 
“manufacture" or a “compo- 
sition”, whether In effect It 
was “man-made” regardless 
of it being a life-form. There- 
fore, genetically engineered 
plants and animals are con- 
sidered patentable subject 
matter. 

A European Union three 
five on the Legal Protection 
of Biotechnological Inven- 
tions has been under debate 
for some time now. That 
directive is aimed at har 
mortising the manner in 
which member states deal 
with biotechnological inven- 
tions and ensuring that 
national laws permit patent 
registrations for biotechnolo- 
gical inventions which meet 
the criteria to be patentable. 

When these outstanding 
issues are resolved, either by 
the legal forums or legisla- 
tion, the interest in this 
asped: of these exciting new 
industries may decline - and 
it will revert to the hands of 
those dry and dusty lawyers. 

Diana Stemfeld is a partner 
with UK solicitors Stringer 
Scad, specialists in pharma- 
ceuticals and biotechnology. 
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Bidndustry Association 


The pubBeatian of the Financial Times Biotechnology Survey 
co i T K-m** wjtfa die Biolndustry Association’s fourth annual 
Business Issues for Bioscienee Companies conference and 
exhibition. 

The BIA exists to encourage and promote a thriving, 
financially sound sector of the UK economy built upon 
developments across the biosciences to create economic 
growth, employment and an expanding skills base. Its Board 
of Directors includes Chief Executives of the UK's most 
important biotechnology SMEs and aims to create an 
environment that maximises development of the UK 
bioscience sector. 

At the Business Issues conference, delegates win receive a 
copy of the BIA ’s Annual Review 1996/97. 

Others interested in receiving a copy, can 
do so by contacting the Association on 
(teL) 0171 565 7190 or (fax) 0171 565 7191. 
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Genetically altered tomato paste is sold In British supermarkets. Enhanced fruit and vegetables may be available soon ewq n/uumon 


plants. Farmers benefit 
financially - Monsanto says 
increased yields and lower 
chemical treatments saved 
its cotton growers an aver- 
age S33 an acre last year. 

Cost savings should even- 
tually result in lower food 
prices, says Vernon Barber, 
food science adviser to 
Britain’s National Farmers' 
Union. But part of the diffi- 
culty for biotech companias 
in winning over European 
consumers Is that “there is 
no obvious immediate con- 
sumer benefit". 

Consumer knowledge 
appears limited. J. S ains - 


bury, the UK supermarket 
group, found in a survey this 
spring that 70 per cent of 
customers questioned were 
unaware of genetically modi- 
fied food. Of those who were 
aware, most were negative 
or unsure, saying they 
lacked information. Only 5 
per cent, however, said they 
had changed their eating 
habits to avoid it. 

So the only other immedi- 
ate beneficiaries appear to 
be the agricultural biotech- 
nology companies, which 
include AgrEvo of Germany 
and Zeneca of the UK. and 
their shareholders. Mon- 


santo, for example, says its 
total return to shareholders 
rose 234 per cent between 
1991 and 1996. 

But research costs are 
huge, amounting to $728m 
(£449m). or 8 per cent of 
sales, for Monsanto alone in 
1996. Much, therefore, 
depends on winning swift 
regulatory approval. While 
this currently happens in 
North America, the pace is 
much slower in the EU. 
Under the “deliberate 
release” directive, the Com- 
mission has to oversee a 
complex approval process if 
any of the 15 member states 


raises questions over a new 
product. 

Following the recent con- 
troversies, the directive is 
being revised, with the likeli- 
hood of more rigorous 
demands for information 
about novel crops, says Mr 
Barber. 

In a few years, the biotech- 
nology industry is promising 
tastier strawberries and 
potatoes, more nutritious 
vegetable oils and naturally 
coloured cotton that does 
not need dyeing. But first it 
must win over consumers in 
the EU, and overcome its 
regulatory hurdles. 
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Everybody 
knows about 
outsourcing. But in the pharma- 
ceutical industry it has tradition- 
ally been applied piecemeal — 
project by project; phase by 
phase or even site by site. 

Quintiles offers a totally new 
approach: Total Outsourcing 
as a strategic too! to manage 
major corporate issues as well 
as complex drug development 
projects. For example: 

Total Outsourcing \o 
manage complex drag 
development projects 

Many of today’s multi-site, 
multinational drug development 
projects require a massive staff 
and infrastructure for a relatively 
short period of time. Total 
Outsourcing to Quintiles is far 
more efficient fhan building an 
organization internally and then 
dismantling it, or outsourcing 
isolated segments of the project 
and trying to coordinate them 
ail internally. In addition to 
speeding new products to regis- 
tration, Quintiles actually 
enhances sponsors’ control 
throughout the drug development 
process. Our QNET* software, 
for example, puts lab results 
on your desktop PC the next 
morning, anywhere in the world, 
for more timely information 
and earlier decision making. 


Total Outsourcing to ease 
restructuring 

One Quintiles customer needed 
to divest its entire Scandinavian 
research operation. Total 
Outsourcing to Quintiles enabled 
them to avoid the repercussions 
of having to shut down a sub- 
stantial business unit. Quintiles 
was able to increase the opera- 
tion’s productivity to make it 
economically viable and, in fact, 
a significant addition to Quintiles’ 
resources. So Total Outsourcing 
preserved a valuable asset — in 
terms of both facilities and staff 
experience — and made it more 
widely available to the drug 
development community. 

Total Outsourcing as a 
cost-effective approach to 
geographic expansion 

A global presence is increasingly 
important to pharmaceutical 
companies, but physically 
building facilities and hiring 
staff in still-devd oping areas 
can be a prohibitive drain on 
limited resources — and an 
expensive mistake if those 
outposts fail to develop into 
successful business units. 
Quintiles has already established 
a strong presence in Eastern 
Europe, China, India, South 
East Asia and South America, 
and can easily represent your 
interests there. In addition to 
being faster and less expensive 
than doing it yourself; Total 


Outsourcing to Quintiles also 
gives you access to Quintiles’ 
unmatched depth of expertise 
in both therapeutic specialties and 
geographic customs, procedures 
and regulatory environments. 

Chances are, your Medical 
Director and staff have 
already discovered the value 
of outsourcing to Quintiles. 
Now it’s time for your CFO, 
CEO and Board of Directors 
to explore the strategic advan- 
tages of Total Outsourcing 
in any number of situations 
where traditional outsourcing 
might not even be considered. 

Please contact us for an 
informative exploration of 
the possibilities, as well as 
demonstrations of how our 
customers have successfully put 
Total Outsourcing to work. 


US.- Jim Ogle, 919 941 2888 Europe: Anne Wiles, +44 1344 749200 
Asia: Ellick Wong, +65 872 0429 http://www4iuktiles.com 
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CAUFORHiA* by Daniel Green 


Too crowded for comfort 


Hundreds of 
companies need 
support over the 
long term - a 
difficult quest 

'Riere are 89 stock market 
listed US biotechnology com- 
panies beginning with the 
letter A, With more than 300 
companies in the sector as a 
whole, and no more thap a 
handful making a profit, it Is 
not surprising that some in 
the US are asking whether 
the sector is overcrowded 
and overblown. 

A quick back-of-the-euve- 
lope calculation shows why. 
Estimates of the n umb er of 
biotech companies in the US 
range up to 2,000. The costs 
of developing a new drug are 
roughly $400m (although 
estimates range from $l00m 
to SSOOkxO, and pharmaceuti- 
cals industry precedents sug- 
gest that only a drug with 
peak annual sales of at least 
$350m is a clear money spin- 
ner for the company that 
invented it. 

Most of those 2,000 compa- 
nies are developing more 
than one product, but each 
company, in a general sense, 
would be a success if only 
one project came to fruition. 
So for all 2,000 to become 
profitable businesses, they 
would require an overall 
investment of $800bn and 
produce peak annual sales of 
STOObn. 

The biotech sector is not 
alone in trying to find new 
medicines. The mainstream 
pharmaceuticals industry is 
pumping in at least 10 times 
the biotech industry's 
research and development 
budget into its own R&D. 

Since the entire US health- 
care system today costs 
about SLOOObn a year to run, 
of which less than one-fifth 
is spent on drugs, it is (dear 
that taxpayers can only 
afford to pay for a small frac- 
tion of today's biotech com- 
panies to be successful. 

One biotech venture capi- 
talist lflceng it to the great 
railway boom in Victorian 
Britain where more that 400 
railway companies were 
formed between 1846 and 
1848. Rapid consolidation fol- 
lowed and a century later 
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there was just one. (Today 
toe figure is 28 as a result of 
rail privatisation.) 

If biotechnology is to 
evolve along similar lines, 
then the first people to 
notice would be the bankers 
and venture capitalists. 
These professions rely on 
the existence of a voracious 
stock market appetite for the 
hundreds of biotech compa- 
nies with which they are 
Involved. Without this appe- 
tite, they could not realise 
their investments or make 
the fee income that is their 
living. 

At first sight, the members 
of these groups confirm the 
oversupply of biotech compa- 
nies. “We need fewer biotech 
.companies, not more," 
declares Michael Dovey, 
manag in g director of the 
healthcare group at Mont- 
gomery Securities in San 
Francisco. 

“There are too many com- 
panies in drug discovery," 
agrees Bob Curry of Silicon 
Valley venture capitalists 
Sprout Group. 

Even Brooke Byers, senior 
partner in the best known 
Silicon Valley biotechnology 
venture firm, Kleiner Per- 


kins Caufield and Byers, 
says: “Are there too many 
companies? Yes, in some 
areas there are too many 
overlaps." 

One logical consequence of 
this papulation boom would 
be a wave of mergers and 
acquisitions (M&A) to take 
out the weaker companies. 
Indeed, some bankers are 
positioning themselves for a 
burst of M&A, and at least 
one large investor in the sec- 
tor is said to be considering 
a biotech “vulture" fund to 
foster and make money out 
of industry consolidation. 

But the reality may not be 
so simple. For Mr Byers, the 
explosion in biotech is for 
from over; it is just the 
emphasis that is likely to 
shift. “There are not many 
untakpn areas in drug dis- 
covery biotechnology. But 
there are new areas such as 
diagnostics, gene expression 
and toxicology profiling." 

Besides, he says. "20 years 
is not very long for a scien- 
tific revolution. Genomics 
will create another wave of 
start-ups, and we are seeing 
the emergence of tools, as 
opposed to discovery, compa- 
nies." 


By genomics, he Is refer- 
ring to the explosion in 
research on how genes have 
their effect on the body. And 
by tools , he is referring to 
companies seeking better 
ways to invent new drags. 
These might involve generat- 
ing minions of diffe rent mol- 
ecules at the same time, 
each one a potential drag, to 
new ways of choosing the 
best molecule from those 
minions of candidates. 

Objections to the "immi- 
nent consolidation” theory 
do not stop, there. There is 
the problem of who runs the 
merged entity - a central 
issue in an industry which 
attracts entrepreneurial 
types rather than those who 
prefer to work in teams. 

“There are too many egos 
in this business," says Mr 
Dovey. 

Nor is it easy to tell a bio- 
technology entrepreneur to 
put a troubled company up 
for sale. Biotech companies 
cannot go bankrupt because 
they have no debts (their 
cash comes from equity sales 
to investors and periodic 
payments from pharmaceuti- 
cals industry partners.) 
Without creditors, there is 
no one who can threaten to 
wind up the company, and a 
board of directors dominated 
by executives is unlikely to 
vote for its own demise. 

For such reasons, even a 
banker like Mr Dovey is pes- 
simistic on how much M&A 
will actually take place. 

“Most biotech companies 
dont want to be owned," be 
says. “Most pharma reiriiftnlm 
companies don’t want to 
own them [because their 
small size contributes to 
their productivity and there 
is every risk that the brains 
will leave if the company is 
acquired].” 

"They should be giving 
money back to shareholders 
if they fall, but they don’t 
They'll do something else 
with the money,” he says. 
“Biotech companies don't go 
bankrupt because they have 
no debt, so they could be 
walking wounded for a 
decade.” 

And this kind of behav- 
iour, along with a measure 
of frustration over how bio- 
technology has foiled to pro- 
duce many billion dollar 


companies, is turning some 
investors away from the sec- 
tor entirely. 

Sam Colella at Institu- 
tional Venture Partners 
(IVP), is frustrated by bio- 
technology’s inability to gen- 
erate anything near the suc- 
cess of information 
technology. 

“The issue is that biotech 
returns are much less than 
those in information technol- 
ogy. The people who make 
the money are transaction 
people [sach as bankers and 
lawyers]. It’s OK, but not 
great, for entrepreneurs and 
venture capitalists. " 

IVP roughly twice as 
many information technol- 
ogy investments as biotech, 
and its latest fund is even 
less heavily weighted in bio- 
tech than that, says Mr 
Colella. 

If large-scale consolidation 
is not considered a viable 
option, and weak biotech 
companies drag down the 
reputation of the sector in 
the US, perhaps US investors 
would look overseas to 
Europe’s relatively untapped 
scientific base. 

But here too there are 
mfvftd si gnals . Most Califor- 
nian venture capital inves- 
tors seem content to invest 
locally. There are entrepre- 
neurs queueing up for fund- 
ing, and, venture capitalists 
like to keep a dose eye on 
their investments. "Only 
within an hour’s flying 
time" is the motto of one Sil- 
icon Valley investor. 

That leaves the state of 
US, and especially Califor- 
nian, biotechnology finely 
balanced. What ought to 
take place is a culling of the 
weakest companies. But this 
seems unlikely to happen, 
and the fortunes of the sec- 
tor will continue to depend 
on the outcomes of a handf ul 
of cUriiMii trials of poten- 
tially enormous drugs. 

Like the lottery, the possi- 
bility that riches are around 
the corner, is persuading 
most to stay involved and 
encouraging the growth of 
the biotech sector even in 
o v ercro wd ed California. Like 
the lottery. Investors appear 
ready to persevere even 
though so few of their tick- 
ets will bring the fortunes 
they seek. 
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Monoclonal 
antibodies are at ' 
last being used in 
practical 
applications 

Antibodies are the body's 
“magic b ullets " against, 
foreign invaders. The 
immune system has the 
capacity to design and 
maifp trillions of different 
antibody molecules, each 
shaped to recognise and 
destroy a specific germ or 
toxin. 

Sc ientists have dreamed 
for 100 years of adapting 
nature’s method to give the 
body extra ammunition to 
fight disease. This became a 
practical proposition in 1975 
when Cfisar Milstein and 
Georges Kohler at the 
Laboratory of Molecular ' 
Biology in Cambridge 
invented “monoclonal” 
antibodies. This opened the 
way for researchers to make, 
buttons of i dentic al copies 


of an antibody aimed at a . 

specific target. 

Until the 1990s; the 
practical application of . • 
m onoclo nal antibodies, 
foiled to live up to the hype 
that had greeted their . . 

rH v/ ft v prv- For various 
reasons, antibody-based 


Idixovar sawxssdr^i: ; 


they can he^p-researchas; 
discover where to *fce“ 



problems in the clinic and ' . 
the first ones are only now 
coming on to the market 
The most important 
problem with the ori g i nal 
monoclonals was that they . 
ware derived from mice. ; v 
Tta patient’s inninzne ‘ 
syst em tended either to 
develop an. aHergto reaction ; 
or to destroy the antibodies 
before they cotfld reach v 
their target Botreceat 
research hy.cxaz&eaaes such 
as C a mbr i dge Antibody . 
Technology (CAT) has . 
developed antibodies that 
the immune system f ' 
recognises as human. - 
Antibodies are Used hr 
research as part ofthe drug ; 
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An unmissable opportunity to listen to experts 
express their vision ofthe Industry's future. DrS 
leading edge research groups and specialist 
Annual Symposium is consolidated by York’s urj 

resear 

The symposium will provide essential informatibnlor anyone invol 

and Development and commercial exploitation; 

Speakers include: 

Pref.CoUn Garner, University of York - MD of Europe’s first Mass Spectrometcti 

“How can UK pic Export its Biomedical Science Betfei 

Prof. Dr Gottfried BlascMce, Institote of Phar ma c euti cal Chemistry. 

“Capillary Electrophoresis as a New Technique for Drug 

Bill Pike, Managing Partner, Ernst & Young "*-■ 

“The Development of Biotechnology in Europe in ‘ 97 " : • V 

Pmf. Stephen Muggieton, Computer Science Department, University of York 

“Knowledge Mining in Biological and Chemical Domains” 


FOR FURTHER INFORMATION AND AN INVITATION: 

Tel: (+44) [o] 1904 486677 Fax: (+44) [o] 1904 481103 

email: all@teamwork-directco.uk 
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FT HEALTHCARE 

... an invaluable source of business intelligence & information 

At FT Healthcare we are committed to serving the international information needs 
of senior management in the rapidly changing markets of biotechnology, 
pharmaceuticals and healthcare. 

FT Healthcare publish a wide range of maanagement reports, newsletters, 
directories, CD-ROMs, journals and books which have been specifically 
developed to deliver business intelligence and information at the right level, 
whatever your particular information requirements. 

Listed below are a small selection of our publications which will be of interest to 
investors, providers and manufactureres. For further information please tick the’ 
appropriate box and complete your details on the form below. 


□ 


□ 


□ 


PHARMACEUTICAL Business News - incorporating Biotechnology News 


Published fortnightly, this newsletter brings you up-to-date information on new 
product introductions, research news, joint venture agreements, company 
financial information, mergers and acquisitions in the global pharmaceutical and 
biotechnology industries. 


Biotechnology International yearbook 


Published in March 1997, this directory contains full financial information on 265 
biotechnology companies with substantial analysis on company activities and 
listings of the main product portfolio for each company. 


Biotechnology & Pharmaceutical Companies Database CD-ROM 


: 1 - 

Electronic version of the Biotechnology and Pharmaceutical Yearbooks 
covering approximately 260 biotech companies and 250 pharmaceutic^ 
companies worldwide. A comprehensive guide to their activities, performance 
and personnel. Fast search and retrieval tools.and label printing facility. ' 


□ 


FT Healthcare catalogue 1397 




Contains details of our range of over 60 management reports. 
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A library full of the 
blueprints of life 


i could benefit from current genomic experimentation 


GERMAN^ • by Sarah AJthaus 


A fledgling decides to fly 


The government 
is taking an active 
part, in ensuring 
future growth by 
provid&g funds 

Germany | has made a 
remarkable about-turn In 
biotechnology in the last few 
years. After sitting out on 
the global biotech revolution 
in the 1980s, it is now 
embracing the industry as 
one of the leading technolo- 
gies for thfe next century. 

Ironically, much of the 
credit fob this change of 
heart hes/at the door of what 
for most j of the last decade 
was one of the sector’s worst 
enemies:* the German gov- 
emmentj 

For years, tough regula- 
tion axdf government neglect 
stifled Activity in German 
biotechnology and helped 
stoke hpetihty towards the 
sector among the country’s 
environmentally-conscious 
public, j 1 

Today, spurred on by the 
highest unemployment lev- 
els sinte the second world 
war, tpe government has 
relaxed rules on genetics 
technology and wants to 
take an steps to ensure that 
Germany becomes the Euro- 
pean leader in biotechnology 
by 20^0. 

Admittedly, Germany's 
fledgling biotech sector is far 
smarter than that of the US 
or UK, and has few commer- 
cial success stories. But the 
German government is tak- 
ing s| more active role in bio- 
technology than any other 
other , in the .world and is 
pouring an. annual $800m 
into various programmes 
airbed at developing the 



Science and technology minister, JOrgun Hungers 


campaign is paying 
offi With public hostility 
towards biotech on the 
wzfne, accountants Ernst 8s 
Young say the number of 
German biotech groups 
leaped to about 104 last year, 
compared with a handful in 
tlje early 1990s. 
i By year-end, JOrgen Rfltt- 
gers, minister for science 
and technology, estimates 
(Germany will have about 300 
biotech groups, albeit mostly 
tiny and at an early stage of 
development. . “We have 


finally released the hand- 
brake,” he says. 

One of the main impulses 
for the explosion was last 
year’s “BioRegio" competi- 
tion, under which the gov- 
ernment awarded a total of 
DM150m in special financial 
support to three regions to 
encourage the development 
of biotech. 

Funds from the competi- 
tion, which lasted more than 
a year and pitted 17 regions 
a ga i ns t each other, will be 
awarded over the next five 
years to help support pro- 
jects around Munich, in a 
region of the Rhineland 
around Aachen, Cologne, 
DQsseldorf and Wuppertal, 
and in the “ Rhine- Neckar 
triangle" area around Hei- 
delberg, Ludwigshafen and 

MjjyiTihpiTT). 

In addition to the Bonn 
funds, large amounts of soft 
money are available from 
state governments to help 
biotech start-ups. For exam- 
ple, Bavaria, which is rap- 
idly becoming Germany's 


biotech centre, has a risk fin- 
ancing fund BayernKapital, 
which invests up to DM3m 
in each company, matching 
similar amounts supplied by 
the federal government’s fin- 
ancing fUnd, Technologle 
BeteiligungsgesellschafL 

Heidelberg recently set up 
a similar fund. Heidelberg 
Innovation, to provide seed 
capital for biotechnology 
start-ups. 

“The amount of soft 
money you can get here is 
unprecedented," says Simon 
Moroney, chairman of Mor- 
phosys, which is based at a 
new state-funded DM28m 
biotech centre just outside 
Munich. 

Morphosys. which uses a 
technique called combinato- 
rial biology to speed up the 
discovery of drugs, is set to 
receive DM1.3m in BioRegio 
funds, bringing to DMIQJJm 
the amount of federal and 
state loans it has been 
awarded since setting up in 
1992. 

Even Hesse, where the 


Green party is dominant, 
has had a change of heart, 
recently sending a 26-mem- 
ber government delegation 
to the US to research ways 
of promoting biotechnology 
and risk financ ing in the sec- 
tor. 

"Resistance to biotech is 
crumbling even in regions 
[of Germany] where it was 
once strongest,” says Ulrich 
Aldag. chairman of Evotec 
Biosystems, a Hamburg- 
based group co-founded by 
nobel laureate Manfred 
Eigen. 

This new-found support 
from the government has 
given the sector a consider- 
able boost of confidence. 
Hoechst, one of the large 
chemical groups forced to 
shift most biotechnology 
activities abroad in the 1980s 
because of fierce resistance 
from environmentalists and 
politicians, has recently 
returned to open a genetic 
research laboratory in the 
Munich biotech centre. 

Sphering, meanwhile, has 
established a therapeutics 
venture, Metreon, with Cell- 
genix, a Freiburg-based gene 
therapy group, in Freiburg, 
and BASF has set up a bio- 
tech venture in Heidelberg 
with Lynx Therapeutics of 
the US. 

At the same time, the 
entrepreneurial sector is 
expanding rapidly, with 93 
start-ups in the first half of 
1997 alone. 

Furthermore, more estab- 
lished groups, such as Mor- 
phosys, Evotec, Medigene, a 
Munich-based therapeutics 
group specialising in cancer 
and heart disease, and Anal- 
yticon, a Berlin-based bio- 
tech group, are seeking 
stock exchange listings in 
the next 12 months. 

“Germany’s biotech fever 
has taken hold with an 
increased vehemence over 
the past 12 months,” says 
RUdiger Marquardt spokes- 
man for Dechema, the 
Frankfurt-based association 
of German biotech compa- 
nies set up late last year. 

A number of recent suc- 
cess stories have furtber 
improved sentiment. Take, 
for example, DOsseldorf- 
based Qiagen, the world 
leader in products for the 
separation and purification 


of nucleic acids, whose 
shares have more than qua- 
drupled since it became the 
first German company to list 
on Nasdaq last year. 

Or Evotec, which earlier 
this year signed collabora- 
tion pacts with Novartis of 
Switzerland and Smithkline 
Beecham of the UK. worth 
up to £30m for the Hamburg- 
based group. Or Moiphosys, 
which in March linked up 
with Pharmacia & Upjohn, 
the Swedish-US drugs group, 
in a research agreement 
worth up to $50m for Mor- 
phosys. 

Notwithstanding a few 
criticisms - that the govern- 
ment should concentrate its 
funds on a few big biotech- 
nology projects rather than 
encourage hundreds of tiny 
ones, or do more to help 
young high-tech companies 
by allowing stock options for 
employees - German bio- 
technology is blooming. 


Genomics makes 
easy the reading 
of genes, 
addressing many 
health issues 

The Human Genome project 
is a loosely co-ordinated 
international endeavour, 
with funding of several 
billion dollars from public 
and private sectors, to work 
out the structure and 
sequence of the genome - 
all the DNA that provides 
the blueprint for a human 
being through a four-letter 
chemical alphabet {A. T. C 
and G). 

The project was launched 
in 1990 and expats expect 
that, by 2005. any scientist 
will be able to access a 
public database and read 
the complete sequence of 
3bn chemical letters in the 
genome. This includes an 
estimated 80000 genes, the 
basic units of heredity. 

Genomics is the 
application of this 
knowledge - the way the 
genes work together with 
environmental factors to 
determine human health 
and sickness. The large- 
scale commercialisation of 
genomics began in 1992 
when a new company. 
Human Genome Sciences, 
was founded in the US to 
collaborate with the 
non-profit Institute for 
Genome Research in the 
search far important genes. 

Since then, dozens of 
genomics companies have 
been set up, and genomics 
is probably now the hottest 
area of biotechnology- The 
essential features of 
genomics research are to: 

• identify a gene (or genes) 
associated with a particular 
disease; 

• evaluate a diagnostic or 
therapeutic target based on 
the gene; 

• develop tests and/or 
drugs that fit the target 

But there are several 
different approaches to 
genomics research. 

One category of company 
specialises in large-scale 
sequencing, following the 
lead of Human Genome 



Study of gene charts are the core of genomics a£a t 


Sciences, awd produces 
databases with information 
about thousands of active 
genes. There is an opening 
here not only for human 
but also bacterial genomics 
- looking for genetic chinks 
in the armour of bacteria, 
as part of the search for 
better antibiotics. 

Another type of genomics 
company looks for the 
genes that cause specific 
diseases, through genetic 
analysis of affected famili es. 
Isolated, genetically 
homogeneous populations 
with good medical records 
are ideal for the purpose - 
so DeCode Genetics, based 
in Iceland, seems to be in 
with a good chance. 


A third and more diffuse 
group of companies 
concentrates on “functional 
genomics'’ - working out 
the function of specific 
genes in the body’s various 
biochemical pathways. 
Some, like Asymetrix, have 
developed array 
technologies or “gene 
chips” to analyse which 
genes are expressed 
(switched on) in particular 
tissues. Others take 
advantage of similarities 
between the biochemical 
pathways in humans and 
simpler model organisms, 
such as yeast, fruit flies and 
nematode worms. 

Clive Cookson 
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Combinatorial chemistry Is 
, fbermbst exciting new 


fne miLat i 

- technique of the 1990s- It, 
miniaturises and automates 
chemical synthesis, creating, 
a huge diversity of 

compounds bjf combining a 
fixed stock of motecular 
iniildirig blocks at random 
‘ thro v«H a planned senes .of 
reactions^ .. . 

The cbehdst’s traditional 
ap proach is td devise tbe v 
most effidient roofefoa .. 
shigfe pure compound. In •: 
contrast, the combi natori al 
' techxdqtte makes alrage, 

each with an identifying • 
.chemical “teg""- at cam go. , . 

has taken 'pharmaceutical 



Observing fdboBc drug testing road M combinatorial cbamlatiy, 
vtfiicftjs taMng.ttw industry by stem 


by steam- 
In tie disc 
make-thoosands jtf new ; 


cginpodnde a week- for 

in automated -^high 
throughput screens". TSiese 
arejdesfgnedio detect mgns 

•of activity . against.ttological 
targets (such as enzymes or ■ 
; cellular receptors). The 
technique is also usefol in. 


. agrochemical research to 
identify impounds that 
might make useful 
pesticidesorweedldllers. 

Although it is too soon for 
products discovered . 
through combinatorial 
chemistry to have reached 


the market, several are 
undergoing clinical trials 
with this goal in mind. 

The main obstacle to 
extending the use of 
co mbinatori al chemistry is 
the lack of systems to test 
compounds in very small 
amounts. Even in drug 
discovery, researchers are 
anxious to miniaturise 
further the testing process - 
both for the initial . 
high-throughput screening 
and for subsequent assays. 

Although pharmaceutical 
and biotech groups have 
quickly built an in-house 
capability in combinatorial 
chemistry, there are also 
many specialist companies 
spiling technology or 
services in this field. 

Frost & Sullivan, the 
international market 
research consultancy, 
estimates that 
combinatorial chemistry 
will fuel a trebling of global 
sales of biochemical 

research reagents, from 

Sl.ibn in 1996 to &3bn 
(£2bn)ln2003. 

Clive Cookson 


The Leading European Investment Bank 
in the Biotech Sector 
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©92 - find IPO ol a btolech company 
on The London Stock Exchange 
£30 million 


Private Placement 

£41 million 
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Biocompatibles 
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Rights Issue 
£465 mi Ion 

£49 million 


£15 milBon 


Mezzanine 

US$55 million 

Sole Adviser and UndanwXer 


Sole Adviser &nd Underwriter 


Joint Underwriter 


Approaching US$1 billion raised for the biotech sector in Europe. 

Dresdner Kleinwort Benson is the pre-eminent choice for European biotech companies. 
Our focused expertise can help your company too. 


For further information, contact 
Gordon Duncan in London on tel: +44 (0)171 956 5745 


o Dresdner Kleinwort Benson 


i in Ifw UK by Kleinwort Banco Limbed, regulated by SFA. Member ol die Dreeaner Boric Croup. 
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ML Labs 

Oxford Molecular 
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With applications like this, 
no wonder Copenhagen is 
big on biotech 
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C openhagen's entry into the 
biotech sector came in 1880 
when Emil Christian Hansen was 
among the first to develop yeast 
cultures used in the fermentation 
of Cartsberg beer. Since then interest 
and competence in the region has 
grown. 

EUROPE'S BIOTECH CENTRE 

Today Denmark is home to over 400 
biotech research laboratories approved 
by the EPA, and to 1 50 industrial 
companies in the sector. The Danish 
government invests more in biotech 
RSD per capita than any other coun- 
try in the world - including the US. 
Denmark offers quick, non -bureau- 
cratic regulatory practices and sub- 
stantial tax breaks on R&D 
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Generic engineering ftas made it possAle ro 
prodbee human mOn et yeast oefls. 

Thanb to this advanced production method 

developed in Copenhagen by NomNonBsK «n- 
sutin d mxvevaiabh in quantities to meet the 
demand both today and in the future. 


ON TOP IN EUROPE 

The tMD Vttorld Competitiveness Year- 
book has for the last five years con- 
sequently ranked Denmark among 
the top five business regions in Europe. 
Cooperative authorities, clinical re- 
search facilities, office space costs 
50% below the European average, 
low corporate taxes and expatriate tax 
breaks, all make the Copenhagen 
region ideal. 

RtEE CONSULTANCY SERVICE 

Copenhagen Capacity is a foundation 
established by local authorities to help 
foreign companies establish them- 
selves in the Copenhagen region. 
Whatever contact, information or 
advice you need, please comart us. 
We will help - free of charge. 


Capacity 


Kongens Nytorv 6 • DK-1050 Copenhagen K > Denmark • Web : http://www.copcap.dk 
Tel +45 33330333* Fax +4533337333 > E-mail: lnfoQcopcap.dk 

Copenhagen - the Competitive Capital 


According to the ancient Chinese philosophy of yin and yang, 
the universe is composed of opposing but interdependent 
forces. ■ Interestingly, this philosophy resembles the concept 
of homeostasis, the natural balance that occurs wfthin Irving 
organisms, including the harmony between antagonists and 
agonists lhat regulate vital (unctions. Thus, an importa nt factor in 
the search for new medicines is developing compounds that work 
together wirfi the body's awn restorative end regenerative abilities.. 
■ To lead healthy lives, we must seek balance with nature, with 
society, and within ourselves. As a leading pharmaceutical 
company, Takeda is striving to help people attain thu balance. 

IAKEDA 

Takeda Chemical Industries,' Ltd. 

r i_ H *^ C fe M * Doahom «hi 4 -dwme, Chuo-ku, Osdra 541 , Jap*," 
Tokyo Head Office: 12 - 10 , hGhonbashi 2 -choma, Ghuo-ku, Tokyo 103 , Jopbn 
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